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PART1

Item 1. Business.

M&T Bank Corporation (“Registrant” or “M&T”) is a New York business corporation which is
registered as a financial holding company under the Bank Holding Company Act of 1956, as
amended (“BHCA”) and as a bank holding company (“BHC”) under Article III-A of the New York
Banking Law (“Banking Law”). The principal executive offices of M&T are located at One M&T
Plaza, Buffalo, New York 14203. M&T was incorporated in November 1969. M&T and its direct and
indirect subsidiaries are collectively referred to herein as the “Company.” As of December 31, 2019
the Company had consolidated total assets of $119.9 billion, deposits of $94.8 billion and
shareholders’ equity of $15.7 billion. The Company had 16,998 full-time and 775 part-time
employees as of December 31, 2019.

At December 31, 2019, M&T had two wholly owned bank subsidiaries: Manufacturers and
Traders Trust Company (“M&T Bank™) and Wilmington Trust, National Association (“Wilmington
Trust, N.A.”). The banks collectively offer a wide range of retail and commercial banking, trust and
wealth management, and investment services to their customers. At December 31, 2019, M&T Bank
represented 99% of consolidated assets of the Company.

The Company from time to time considers acquiring banks, thrift institutions, branch offices of
banks or thrift institutions, or other businesses within markets currently served by the Company or in
other locations that would complement the Company’s business or its geographic reach. The
Company has pursued acquisition opportunities in the past, continues to review different
opportunities, including the possibility of major acquisitions, and intends to continue this practice.

Subsidiaries

M&T Bank is a banking corporation that is incorporated under the laws of the State of New York.
M&T Bank is a member of the Federal Reserve System and the Federal Home Loan Bank System,
and its deposits are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to applicable
limits. M&T acquired all of the issued and outstanding shares of the capital stock of M&T Bank in
December 1969. The stock of M&T Bank represents a major asset of M&T. M&T Bank operates
under a charter granted by the State of New York in 1892, and the continuity of its banking business
is traced to the organization of the Manufacturers and Traders Bank in 1856. The principal executive
offices of M&T Bank are located at One M&T Plaza, Buffalo, New York 14203. As of December 31,
2019, M&T Bank had 731 domestic banking offices located in New York State, Maryland, New
Jersey, Pennsylvania, Delaware, Connecticut, Virginia, West Virginia, and the District of Columbia,
a full-service commercial banking office in Ontario, Canada, and an office in George Town, Cayman
Islands. As of December 31, 2019, M&T Bank had consolidated total assets of $119.4 billion,
deposits of $96.4 billion and shareholder’s equity of $15.1 billion. The deposit liabilities of M&T
Bank are insured by the FDIC through its Deposit Insurance Fund (“DIF”). As a commercial bank,
M&T Bank offers a broad range of financial services to a diverse base of consumers, businesses,
professional clients, governmental entities and financial institutions located in its markets. Lending is
largely focused on consumers residing in New York State, Maryland, New Jersey, Pennsylvania,
Delaware, Connecticut, Virginia, West Virginia, and Washington, D.C., and on small and medium-
size businesses based in those areas, although loans are originated through offices in other states and
in Ontario, Canada. In addition, the Company conducts lending activities in various states through
other subsidiaries. Trust and other fiduciary services are offered by M&T Bank and through its
wholly owned subsidiary, Wilmington Trust Company. M&T Bank and certain of its subsidiaries
also offer commercial mortgage loans secured by income producing properties or properties used by
borrowers in a trade or business. Additional financial services are provided through other operating
subsidiaries of the Company.



Wilmington Trust, N.A., a national banking association and a member of the Federal Reserve
System and the FDIC, commenced operations on October 2, 1995. The deposit liabilities of
Wilmington Trust, N.A. are insured by the FDIC through the DIF. The main office of Wilmington
Trust, N.A. is located at 1100 North Market Street, Wilmington, Delaware 19890. Wilmington Trust,
N.A. offers various trust and wealth management services. As of December 31, 2019, Wilmington
Trust, N.A. had total assets of $4.7 billion, deposits of $3.9 billion and shareholder’s equity of $607
million.

Wilmington Trust Company, a wholly owned subsidiary of M&T Bank, was incorporated as a
Delaware bank and trust company in March 1901 and amended its charter in July 2011 to become a
nondepository trust company. Wilmington Trust Company provides a variety of Delaware based
trust, fiduciary and custodial services to its clients. As of December 31, 2019, Wilmington Trust
Company had total assets of $1.1 billion and shareholder’s equity of $632 million. Revenues of
Wilmington Trust Company were $131 million in 2019. The headquarters of Wilmington Trust
Company are located at 1100 North Market Street, Wilmington, Delaware 19890.

M&T Insurance Agency, Inc. (“M&T Insurance Agency’), a wholly owned insurance agency
subsidiary of M&T Bank, was incorporated as a New York corporation in March 1955. M&T
Insurance Agency provides insurance agency services principally to the commercial market. As of
December 31, 2019, M&T Insurance Agency had assets of $42 million and shareholder’s equity of
$23 million. M&T Insurance Agency recorded revenues of $37 million during 2019. The
headquarters of M&T Insurance Agency are located at 285 Delaware Avenue, Buffalo, New York
14202.

M&T Real Estate Trust (“M&T Real Estate”) was a Maryland Real Estate Investment Trust that
traced its origin to the incorporation of M&T Real Estate, Inc. in July 1995. M&T Real Estate
engaged in commercial real estate lending and provided loan servicing to M&T Bank. M&T Real
Estate was merged into M&T Bank effective September 1, 2019. Prior to its merger with M&T
Bank, M&T Real Estate recorded $821 million of revenue in 2019.

M&T Realty Capital Corporation (“M&T Realty Capital”), a wholly owned subsidiary of M&T
Bank, was incorporated as a Maryland corporation in October 1973. M&T Realty Capital engages in
multifamily commercial real estate lending and provides loan servicing to purchasers of the loans it
originates. As of December 31, 2019, M&T Realty Capital serviced or sub-serviced $21.0 billion of
commercial mortgage loans for non-affiliates and had assets of $510 million and shareholder’s equity
of $180 million. M&T Realty Capital recorded revenues of $174 million in 2019. The headquarters
of M&T Realty Capital are located at One Light Street, Baltimore, Maryland 21202.

M&T Securities, Inc. (“M&T Securities”) is a wholly owned subsidiary of M&T Bank that was
incorporated as a New York business corporation in November 1985. M&T Securities is registered as
a broker/dealer under the Securities Exchange Act of 1934, as amended, and as an investment advisor
under the Investment Advisors Act of 1940, as amended (the “Investment Advisors Act”). M&T
Securities is licensed as a life insurance agent in each state where M&T Bank operates branch offices
and in a number of other states. It provides securities brokerage, investment advisory and insurance
services. As of December 31, 2019, M&T Securities had assets of $55 million and shareholder’s
equity of $44 million. M&T Securities recorded $94 million of revenue during 2019. The
headquarters of M&T Securities are located at 285 Delaware Avenue, Buffalo, New York 14202.

Wilmington Trust Investment Advisors, Inc. (“WT Investment Advisors”), a wholly owned
subsidiary of M&T Bank, was incorporated as a Maryland corporation on June 30, 1995. WT
Investment Advisors, a registered investment advisor under the Investment Advisors Act, serves as
an investment advisor to the Wilmington Funds, a family of proprietary mutual funds, and
institutional clients. As of December 31, 2019, WT Investment Advisors had assets of $54 million
and shareholder’s equity of $45 million. WT Investment Advisors recorded revenues of $38 million



in 2019. The headquarters of WT Investment Advisors are located at 1100 North Market Street,
Wilmington, Delaware 19890.

Wilmington Funds Management Corporation (“Wilmington Funds Management”) is a wholly
owned subsidiary of M&T that was incorporated in September 1981 as a Delaware corporation.
Wilmington Funds Management is registered as an investment advisor under the Investment Advisors
Act and serves as an investment advisor to the Wilmington Funds. Wilmington Funds Management had
assets and shareholder’s equity of $63 million and $62 million, respectively, as of December 31,
2019. Wilmington Funds Management recorded revenues of $25 million in 2019. The headquarters of
Wilmington Funds Management are located at 1100 North Market Street, Wilmington, Delaware
19890.

Wilmington Trust Investment Management, LLC (“WTIM”) is a wholly owned subsidiary of
M&T and was incorporated in December 2001 as a Georgia limited liability company. WTIM is a
registered investment advisor under the Investment Advisors Act and provides investment
management services to clients, including certain private funds. As of December 31, 2019, WTIM
has assets and shareholder’s equity of $22 million. WTIM recorded revenues of $4 million in 2019.
WTIM’s headquarters is located at Terminus 27% Floor, 3280 Peachtree Road N.E., Atlanta, Georgia
30305.

The Registrant and its banking subsidiaries have a number of other special-purpose or inactive
subsidiaries. These other subsidiaries did not represent, individually and collectively, a significant
portion of the Company’s consolidated assets, net income and shareholders’ equity at December 31,
2019.

Segment Information, Principal Products/Services and Foreign Operations

Information about the Registrant’s business segments is included in note 22 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data” and is
further discussed in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition
and Results of Operations.” The Registrant’s reportable segments have been determined based upon
its internal profitability reporting system, which is organized by strategic business unit. Certain
strategic business units have been combined for segment information reporting purposes where the
nature of the products and services, the type of customer and the distribution of those products and
services are similar. The reportable segments are Business Banking, Commercial Banking,
Commercial Real Estate, Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.
The Company’s international activities are discussed in note 17 of Notes to Financial Statements
filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data.”

The only activity that, as a class, contributed 10% or more of the sum of consolidated interest
income and other income in any of the last three years was interest on loans. The amount of income
from such sources during those years is set forth on the Company’s Consolidated Statement of Income
filed herewith in Part I, Item 8, “Financial Statements and Supplementary Data.”

Supervision and Regulation of the Company

M&T and its subsidiaries are subject to the comprehensive regulatory framework applicable to bank
and financial holding companies and their subsidiaries. Regulation of financial institutions such as
M&T and its subsidiaries is intended primarily for the protection of depositors, the FDIC’s DIF and
the banking and financial system as a whole, and generally is not intended for the protection of
shareholders, investors or creditors other than insured depositors.

Proposals to change the applicable regulatory framework may be introduced in the United
States Congress and state legislatures, as well as by regulatory agencies. Such initiatives may include
proposals to expand or contract the powers of bank holding companies and depository institutions or
proposals to substantially change the financial institution regulatory system. Such legislation could



change banking statutes and the operating environment of the Company in substantial and
unpredictable ways. If enacted, such legislation could increase or decrease the cost of doing business,
limit or expand permissible activities or affect the competitive balance among banks, savings
associations, credit unions, and other financial institutions. A change in statutes, regulations or
regulatory policies applicable to M&T or any of its subsidiaries could have a material effect on the
business, financial condition or results of operations of the Company.

Described hereafter are material elements of the significant federal and state laws and
regulations applicable to M&T and its subsidiaries. The descriptions are not intended to be complete
and are qualified in their entirety by reference to the full text of the statutes and regulations described
and do not include all pending or proposed changes in current laws or regulations.

Overview

M&T is registered with the Board of Governors of the Federal Reserve System (“Federal Reserve”)
as a financial holding company and BHC under the BHCA. As such, M&T and its subsidiaries are
subject to the supervision, examination, reporting, capital and other requirements of the BHCA and
the regulations of the Federal Reserve. In addition, M&T’s banking subsidiaries are subject to
regulation, supervision and examination by, as applicable, the New York State Department of
Financial Services (“NYSDFS”), the Office of the Comptroller of the Currency (“OCC”), the FDIC
and the Federal Reserve and their consumer financial products and services are regulated by the
Consumer Financial Protection Bureau (““CFPB”). Further, financial services entities such as M&T’s
investment advisor subsidiaries and M&T’s broker-dealer are subject to regulation by the Securities
and Exchange Commission (“SEC”), the Financial Industry Regulatory Authority (“FINRA”), and
the Securities Investor Protection Corporation (“SIPC”), among others. Other non-bank affiliates and
activities, particularly insurance brokerage and agency activities, are subject to other federal and state
laws and regulations as well as licensing and regulation by state insurance and bank regulatory
agencies. Although the scope of regulation and form of supervision may vary from state to state,
insurance laws generally grant broad discretion to regulatory authorities in adopting regulations and
supervising regulated activities. This supervision generally includes the licensing of insurance
brokers and agents and the regulation of the handling of customer funds held in a fiduciary capacity
as well as regulations requiring, among other things, maintenance of capital, record keeping, and
reporting.

M&T Bank is a New York chartered bank and a member of the Federal Reserve. As a result, it
is subject to extensive regulation, examination and oversight by the NYSDEFS and the Federal
Reserve Bank of New York. New York laws and regulations govern many aspects of M&T Bank’s
operations, including branching, dividends, subsidiary activities, fiduciary activities, lending, and
deposit taking. M&T Bank is also subject to Federal Reserve regulations and guidance, including
with respect to capital levels. Its deposits are insured by the FDIC to $250,000 per depositor, which
also exercises regulatory oversight over certain aspects of M&T Bank’s operations. Certain
subsidiaries of M&T Bank are subject to regulation by other federal and state regulators as well. For
example, M&T Securities is regulated by the SEC, FINRA, SIPC, and state securities regulators, and
WT Investment Advisors is also subject to SEC regulation.

Wilmington Trust, N.A. is a national bank with operations that include fiduciary and related
activities with limited lending and deposit business. It is subject to extensive regulation, examination
and oversight by the OCC which governs many aspects of its operations, including fiduciary
activities, capital levels, office locations, dividends and subsidiary activities. Its deposits are insured
by the FDIC to $250,000 per depositor, which also exercises regulatory oversight over certain
aspects of the operations of Wilmington Trust, N.A.



Enhanced Prudential Standards

Under Section 165 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-
Frank Act”), as amended by the Economic Growth, Regulatory Relief, and Consumer Protection Act
of 2018 (“EGRRCPA”), U.S. bank holding companies with total consolidated assets of $100 billion
or more, including M&T, are currently subject to enhanced prudential standards. The enhanced
prudential standards include risk-based capital and leverage requirements, liquidity standards, risk
management and risk committee requirements, stress test requirements and a debt-to-equity limit for
companies that the Financial Stability Oversight Council has determined would pose a grave threat to
systemic financial stability were they to fail such limits.

In October 2019, the Federal Reserve and the other Federal bank regulators adopted rules that
tailor the application of the enhanced prudential standards to bank holding companies and of capital
and liquidity requirements to bank holding companies and depository institutions (the “Tailoring
Rules”). The Tailoring Rules assign each U.S. BHC with $100 billion or more in total consolidated
assets, as well as its bank subsidiaries, to one of four categories based on its size and five other risk-
based indicators: (1) cross-jurisdictional activity, (2) weighted short-term wholesale funding, (3)
nonbank assets, (4) off-balance sheet exposure, and (5) status as a U.S. global systemically important
BHC (“G-SIB”). Under the Tailoring Rules, M&T (and, pursuant to the Tailoring Rules, its
depository institution subsidiaries) is subject to Category IV standards, which apply to banking
organizations with at least $100 billion in total consolidated assets that do not meet any of the
thresholds specified for Categories I through III.

Under the Tailoring Rules, Category IV firms, among other things, (1) are not subject to any
Liquidity Coverage Ratio (“LCR”) (or, in certain cases, subject to reduced requirements), (2) remain
eligible to opt-out of the requirement to recognize most elements of Accumulated Other
Comprehensive Income (“AOCI”) in regulatory capital, (3) are no longer subject to company-run
stress testing requirements, (4) are subject to supervisory stress testing on a biennial basis rather than
an annual basis, (5) are subject to requirements to develop and maintain a capital plan on an annual
basis and (6) are subject to certain liquidity risk management and risk committee requirements.
Category IV firms continue not to be subject to (1) advanced approaches capital requirements, (2) the
supplementary leverage ratio and (3) the countercyclical capital buffer. Other elements of the
Tailoring Rules are discussed in further detail throughout this section.

M&T will continue to evaluate the impact of any changes in law and any new regulations
promulgated, including changes in regulatory costs and fees, modifications to consumer products or
disclosures required by the CFPB and the requirements of the enhanced supervision provisions,
among others.

Permissible Activities under the BHC Act
In general, the BHCA limits the business of a BHC to banking, managing or controlling banks, and
other activities that the Federal Reserve has determined to be so closely related to banking as to be a
proper incident thereto. In addition, bank holding companies are expected to serve as a managerial
and financial source of strength to their subsidiary depository institutions, including committing
resources to support such subsidiaries. This support may be required at times when M&T may not be
inclined or able to provide it. In addition, any capital loans by a BHC to a subsidiary bank are
subordinate in right of payment to deposits and to certain other indebtedness of such subsidiary bank.
In the event of a BHC’s bankruptcy, any commitment by the BHC to a federal bank regulatory
agency to maintain the capital of a subsidiary bank will be assumed by the bankruptcy trustee and
entitled to a priority of payment.

Bank holding companies that qualify and elect to be financial holding companies may engage in
any activity, or acquire and retain the shares of a company engaged in any activity, that is either
(i) financial in nature or incidental to such financial activity (as determined by the Federal Reserve,



by regulation or order, in consultation with the Secretary of the Treasury) or (ii) complementary to a
financial activity and does not pose a substantial risk to the safety and soundness of depository
institutions or the financial system generally (as solely determined by the Federal Reserve).
Activities that are financial in nature include securities underwriting and dealing, insurance
underwriting and merchant banking.

M&T elected to become a financial holding company on March 1, 2011. To maintain financial
holding company status, a financial holding company and all of its depository institution subsidiaries
must be “well capitalized” and “well managed.” The failure to meet such requirements could result in
material restrictions on the activities of M&T and may also adversely affect the Company’s ability to
enter into certain transactions or obtain necessary approvals in connection therewith, as well as loss
of financial holding company status. Additionally, if all of the Company’s depository institution
subsidiaries have not received at least a “satisfactory” rating on its most recent examination under the
the Community Reinvestment Act of 1977 (the “CRA”), it would not be able to commence any new
financial activities or acquire a company that engages in such activities, although it would still be
allowed to engage in activities closely related to banking and make investments in the ordinary
course of conducting banking activities. See the section captioned “Community Reinvestment Act”
included elsewhere in this discussion.

Distributions

M&T is a legal entity separate and distinct from its banking and other subsidiaries. Historically, the
majority of M&T’s revenue has been from dividends paid to M&T by its subsidiary banks. M&T
Bank and Wilmington Trust, N.A. are subject to laws and regulations imposing restrictions on the
amount of dividends they may declare and pay. Future dividend payments to M&T by its subsidiary
banks will be dependent on a number of factors, including the earnings and financial condition of
each such bank, and are subject to the limitations referred to in note 23 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data,” and to
other statutory powers of bank regulatory agencies.

An insured depository institution is prohibited from making any capital distribution to its
owner, including any dividend, if, after making such distribution, the depository institution fails to
meet the required minimum level for any relevant capital measure, including the risk-based capital
adequacy and leverage standards discussed herein.

Dividend payments by M&T to its shareholders and common stock repurchases by M&T are
subject to the oversight of the Federal Reserve. As described below in this section under “Stress
Testing and Capital Plan Review,” dividends and common stock repurchases (net of any new stock
issuances as per a capital plan) generally may only be paid or made under a capital plan as to which
the Federal Reserve has not objected.

Capital Requirements

M&T and its subsidiary banks are required to comply with applicable capital adequacy standards
established by the federal banking agencies (the “Capital Rules”), which are based on the Basel
Committee’s December 2010 final capital framework for strengthening international capital
standards, referred to as “Basel I1II”.

Among other matters, the Capital Rules impose a capital measure called Common Equity Tier 1
Capital (“CET1”) to which most deductions/adjustments to regulatory capital measures must be
made. In addition, the Capital Rules specify that Tier 1 capital consists of CET1 and “Additional Tier
1 capital” instruments meeting certain specified requirements. Pursuant to the Capital Rules, the



minimum capital ratios are as follows:
° 4.5% CETT1 to risk-weighted assets;
e  6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets;
e  8.0% Total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets; and
e  4.0% Tier 1 capital to average consolidated assets as reported on consolidated financial
statements (known as the “leverage ratio”).

In calculating regulatory capital ratios M&T must assign risk weights to the Company’s assets
and off-balance sheet items. M&T has an ongoing process to review data elements associated with
certain assets that from time to time may affect how specific assets are classified and could lead to
increases or decreases of the regulatory risk weights assigned to such assets.

The Capital Rules also impose a “capital conservation buffer” (“CCB”) of 2.5%, composed
entirely of CET1, on top of the three minimum risk-weighted asset ratios listed above. The capital
conservation buffer is designed to absorb losses during periods of economic stress. Thus, the
effective minimum ratios applicable to M&T are (i) CET1 to risk-weighted assets of at least 7%,
(i1) Tier 1 capital to risk-weighted assets of at least 8.5% and (iii) total capital to risk-weighted assets
of at least 10.5%. Banking institutions that fail to meet the effective minimum ratios once the CCB is
taken into account will be subject to constraints on capital distributions, including dividends and
share repurchases, and certain discretionary executive compensation. The severity of the constraints
depends on the amount of the shortfall and the institution’s “eligible retained income” (that is, four
quarter trailing net income, net of distributions and tax effects not reflected in net income). On April
10, 2018, the Federal Reserve issued a proposal designed to create a single, integrated capital
requirement by combining the quantitative assessment of firms’ capital plans with the CCB
requirement. Details of this proposal are discussed under “Stress Testing and Capital Plan Review”
herein. Although the proposal, if adopted, would change the way in which the minimum ratios are
calculated, firms would continue to be subject to progressively more stringent constraints on capital
actions as they approach the minimum ratios.

CET]1 consists of common stock instruments that meet the eligibility criteria in the Capital
Rules, including common stock and related surplus, net of treasury stock, retained earnings, certain
minority interests and, for certain firms, AOCI. As permitted under the Capital Rules, M&T made a
one-time permanent election to neutralize certain AOCI components, with the result that those
components are not recognized in M&T’s CET1. The Capital Rules also preclude certain hybrid
securities, such as trust preferred securities, from inclusion in bank holding companies’ Tier 1
capital. Thus, trust preferred securities no longer included in M&T’s Tier 1 capital may nonetheless
be included as a component of Tier 2 capital on a permanent basis and irrespective of whether such
securities otherwise meet the revised definition of Tier 2 capital set forth in the Capital Rules.
M&T’s regulatory capital ratios are presented in note 23 of Notes to Financial Statements filed
herewith in Part II, Item 8, “Financial Statements and Supplementary Data.”

The Capital Rules provide for a number of deductions from and adjustments to CET1. These
include, for example, the requirement that mortgage servicing rights, certain deferred tax assets, and
significant investments in non-consolidated financial entities be deducted from CET1. The
deductions and other adjustments to CET1 capital generally became fully phased-in on January 1,
2018, except that in November 2017, the federal banking regulators revised the Capital Rules to
extend the then-current transitional treatment of these deductions for non-advanced approaches
banking organizations (the “Transition Rule”) until revisions to the deductions became effective.

In July 2019, the federal banking regulators adopted rules intended to simplify the deductions
for these items for banking organizations, such as M&T, that are not subject to the “advanced
approaches” under the Capital Rules (the “Capital Simplification Rules”). The Capital
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Simplifications Rules and the rescission of the Transition Rule were adopted by the Company as of
January 1, 2020.

In December 2017, the Basel Committee published standards that it described as the finalization
of the Basel III post-crisis regulatory reforms (the standards are commonly referred to as “Basel
IV”’). Among other things, these standards revise the Basel Committee’s standardized approach for
credit risk (including by recalibrating risk weights and introducing new capital requirements for
certain “unconditionally cancellable commitments,” such as unused credit card lines of credit) and
provides a new standardized approach for operational risk capital. Under the Basel framework, these
standards will generally be effective on January 1, 2022, with an aggregate output floor phasing in
through January 1, 2027. Under the current U.S. capital rules, operational risk capital requirements
and a capital floor apply only to advanced approaches institutions, and not to the Company. The
impact of Basel IV will depend on the manner in which it is implemented by the federal banking
regulators.

Stress Testing and Capital Plan Review

As part of the enhanced prudential requirements applicable to systemically important financial
institutions, the Federal Reserve conducts periodic analyses of bank holding companies with at least
$100 billion in total consolidated assets to determine whether the companies have sufficient capital
on a consolidated basis necessary to absorb losses in baseline and severely adverse economic and
financial scenarios generated by the Federal Reserve. For Category IV firms, such as M&T, these
supervisory stress tests occur on a biennial basis, including 2020. The Federal Reserve may also use
additional components in the severely adverse scenario or additional or more complex scenarios
designed to capture salient risks to specific business groups. A summary of results of the Federal
Reserve’s analysis under the severely adverse stress scenario is publicly disclosed. Under the
Tailoring Rules, Category IV firms, including M&T, are no longer subject to company-run stress
testing requirements. However, they remain subject to the quantitative review of their capital plans
under CCAR, to required capital plan submissions, and to the associated reporting requirements.

In addition, bank holding companies with total consolidated assets of $100 billion or more, such
as M&T, must submit annual capital plans for approval as part of the Federal Reserve’s CCAR
process. Covered bank holding companies may execute capital actions, such as paying dividends and
repurchasing stock, only in accordance with a capital plan that has been reviewed and approved by
the Federal Reserve (or any approved amendments to such plan). The comprehensive capital plans
include a view of capital adequacy under various scenarios — including a BHC-defined baseline
scenario, a baseline scenario provided by the Federal Reserve, at least one BHC-defined stress
scenario, and severely adverse scenarios provided by the Federal Reserve. The CCAR process is
intended to help ensure that these bank holding companies have robust, forward-looking capital
planning processes that account for each company’s unique risks and that permit continued
operations during times of economic and financial stress. Each of the bank holding companies
participating in the CCAR process is also required to collect and report certain related data to the
Federal Reserve on a quarterly basis to allow the Federal Reserve to monitor progress against the
approved capital plans. Each capital plan must include a view of capital adequacy under the stress
test scenarios described above. In connection with the adoption of the Tailoring Rules, the Federal
Reserve stated that it expects to revise its guidance relating to capital planning to align with the
categories of standards set forth in the Tailoring Rules, and the impact of the future proposal on
M&T and its capital planning process will depend on the final form of the Federal Reserve’s revised
guidance.

The Federal Reserve may object to a capital plan if the plan does not show that the covered
BHC will maintain sufficient regulatory capital ratios on a pro forma basis under expected and
stressful conditions throughout the nine-quarter planning horizon covered by the capital plan. The
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rules also provide that a covered BHC may not make a capital distribution unless after giving effect
to the distribution it will meet all minimum regulatory capital ratios. The Federal Reserve also
incorporates an assessment of the qualitative aspects of the firm’s capital planning process into
regular, ongoing supervisory activities and through targeted, horizontal assessments of particular
aspects of capital planning. M&T’s annual CCAR capital plan is currently due in April each year.
The Federal Reserve publishes the results of its supervisory stress tests and quantitative CCAR
review of capital plans by June 30 of each year.

In addition to other limitations, M&T’s ability to make any capital distributions is contingent on
the Federal Reserve’s non-objection to M&T’s capital plan. The Federal Reserve generally limits a
BHC'’s ability to make quarterly capital distributions — that is, dividends and share repurchases — if
the amount of the BHC’s actual cumulative quarterly capital issuances of instruments that qualify as
regulatory capital are less than the BHC had indicated in its submitted capital plan as to which it
received a non-objection from the Federal Reserve.

As noted above, on April 10, 2018, the Federal Reserve issued a proposal designed to create a
single, integrated capital requirement by combining the quantitative assessment of CCAR with the
CCB requirement. If adopted, the proposal would replace the current static 2.5% CCB with a stress
capital buffer (“SCB”) requirement. The SCB, subject to a minimum of 2.5%, would reflect stressed
losses in the supervisory severely adverse scenario of the Federal Reserve’s supervisory stress tests
and would also include four quarters of planned common stock dividends. The proposal would also
introduce a stress leverage buffer (“SLB”) requirement, similar to the SCB, which would apply to the
Tier 1 leverage ratio. In addition, the proposal would eliminate the quantitative objection provisions
of CCAR but would require a BHC to reduce its planned capital distributions if those distributions
would not be consistent with the applicable capital buffer constraints based on the BHC’s own
baseline scenario projections. The Federal Reserve has stated that it intends to propose revisions to
the stress buffer requirements that would be applicable to a Category IV BHC to align with the two-
year supervisory stress testing cycle for Category IV bank holding companies.

Liquidity

The Federal Reserve and other banking regulators have adopted rules implementing a U.S. version of
the Basel Committee’s LCR requirement, which is intended to ensure that banks hold sufficient
amounts of so-called “high quality liquid assets” (“HQLA”) to cover the anticipated net cash
outflows during a hypothetical acute 30-day stress scenario. Under the Tailoring Rules, Category IV
firms with less than $50 billion in weighted short-term wholesale funding, including M&T, are no
longer subject to any LCR requirement.

The Basel III framework also included a second standard, referred to as the Net Stable Funding
Ratio (“NSFR”), which is designed to promote more medium- and long-term funding of the assets
and activities of banks over a one-year time horizon. In May 2016, the Federal Reserve and other
federal banking regulators issued a proposed rule that would implement the NSFR for large U.S.
banking organizations. Although the NSFR has not been finalized, it is expected that the framework
for applying any finalized NSFR will be consistent with the approach for the LCR requirement under
the Tailoring Rules.

Under the Tailoring Rules, Category IV firms, including M&T, remain subject to liquidity risk
management requirements, but these requirements are now tailored such that these firms are required
to: (i) calculate collateral positions monthly, as opposed to weekly; (ii) establish a more limited set of
liquidity risk limits; and (iii) monitor fewer elements of intraday liquidity risk exposures. These firms
are now also subject to liquidity stress testing quarterly, rather than monthly, and are required to
report liquidity data on the FR 2052a on a monthly basis. M&T remains subject to the liquidity
buffer requirements.
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Cross Guaranty Provision

The cross guaranty provisions in the Federal Deposit Insurance Act (“FDIA”) were enacted by
Congress in the Financial Institutions, Reform, Recovery and Enforcement Act of 1989 (“FIRREA”)
and require each insured depository institution owned by the same BHC to be financially responsible
for the failure or resolution costs of any affiliated insured institution. Generally, the amount of the
cross guaranty liability is equal to the estimated loss to the DIF for the resolution of the affiliated
institution(s) in default. The FDIC’s claim under the cross guaranty provision is superior to claims of
shareholders of the insured depository institution or its BHC and to most claims arising out of
obligations or liabilities owed to affiliates of the institution, but is subordinate to claims of
depositors, secured creditors and holders of subordinated debt (other than affiliates) of the commonly
controlled insured depository institution. The FDIC may decline to enforce the cross guaranty
provision if it determines that a waiver is in the best interest of the DIF.

Volcker Rule

On December 10, 2013, the federal banking regulators and the SEC adopted the so-called Volcker
Rule to implement the provisions of the Dodd-Frank Act limiting proprietary trading and investing in
and sponsoring certain hedge funds and private equity funds (defined as “covered funds” in the
Volcker Rule). The Company does not engage in any significant amount of proprietary trading as
defined in the Volcker Rule and implemented the required procedures for those areas in which
trading does occur. The covered funds limits are imposed through a conformance period that ended
in July 2017. The Company has sought, and received, from the Federal Reserve, a five-year
extension (to July 21, 2022) to either divest or terminate its investment in one venture capital fund. In
October 2019, the Federal Reserve, OCC, FDIC, CFTC and SEC finalized rules to tailor the
application of the Volcker Rule based on the size and scope of a banking entity’s trading activities
and to clarify and amend certain definitions, requirements and exemptions. These regulators have
also stated their intention to engage in further rulemaking with respect to the implementing of
regulations relating to covered funds, including potential changes to the definition of “covered funds”
and the prohibitions on certain covered transactions.

Safety and Soundness Standards

Guidelines adopted by the federal bank regulatory agencies pursuant to the FDIA establish general
standards relating to internal controls, information systems, internal audit systems, loan
documentation, credit underwriting, interest rate exposure, asset growth, compensation, fees and
benefits. In general, these guidelines require, among other things, appropriate systems and practices
to identify and manage the risk and exposures specified in the guidelines. Additionally, the agencies
adopted regulations that authorize, but do not require, an agency to order an institution that has been
given notice by an agency that it is not satisfying any of such safety and soundness standards to
submit a compliance plan. If, after being so notified, an institution fails to submit an acceptable
compliance plan or fails in any material respect to implement an acceptable compliance plan, the
agency must issue an order directing action to correct the deficiency and may issue an order directing
other actions of the types to which an undercapitalized institution is subject. If an institution fails to
comply with such an order, the agency may seek to enforce such order in judicial proceedings and to
impose civil money penalties.

Limits on Undercapitalized Depository Institutions

The FDIA establishes a system of regulatory remedies to resolve the problems of undercapitalized
institutions, referred to as the prompt corrective action. The federal banking regulators have
established five capital categories (‘“well-capitalized,” “adequately capitalized,” “‘undercapitalized,”
“significantly undercapitalized” and “critically undercapitalized”) and must take certain mandatory
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supervisory actions, and are authorized to take other discretionary actions, with respect to institutions
which are undercapitalized, significantly undercapitalized or critically undercapitalized. The severity
of these mandatory and discretionary supervisory actions depends upon the capital category in which
the institution is placed. The FDIC has specified by regulation the relevant capital levels for each
category. The FDIA’s prompt corrective action provisions only apply to depository institutions and
not to bank holding companies. The Federal Reserve’s regulations applicable to bank holding
companies separately define “well capitalized.” A financial holding company that is not well-
capitalized and well-managed (or whose bank subsidiaries are not well capitalized and well
managed) under applicable prompt corrective action standards may be restricted in certain of its
activities and ultimately may lose financial holding company status. Under existing rules, an
institution that is not an advanced approaches institution is deemed to be “well capitalized” if it has
(i) a CET]1 ratio of at least 6.5%, (ii) a Tier 1 capital ratio of at least 8%, (iii) a Total capital ratio of
at least 10%, and (iv) a Tier 1 leverage ratio of at least 5%.

An institution that is categorized as undercapitalized, significantly undercapitalized or critically
undercapitalized is required to submit an acceptable capital restoration plan to its appropriate federal
banking regulator. Under the FDIA, in order for the capital restoration plan to be accepted by the
appropriate federal banking agency, a BHC must guarantee that a subsidiary depository institution
will comply with its capital restoration plan, subject to certain limitations. The BHC must also
provide appropriate assurances of performance. An undercapitalized institution is also generally
prohibited from increasing its average total assets, accepting brokered deposits or offering interest
rates on any deposits significantly higher than prevailing market rates, making acquisitions,
establishing any branches or engaging in any new line of business, except in accordance with an
accepted capital restoration plan or with the approval of the FDIC. Institutions that are significantly
undercapitalized or undercapitalized and either fail to submit an acceptable capital restoration plan or
fail to implement an approved capital restoration plan may be subject to a number of requirements
and restrictions, including orders to sell sufficient voting stock to become adequately capitalized,
requirements to reduce total assets and cessation of receipt of deposits from correspondent banks.
Critically undercapitalized depository institutions failing to submit or implement an acceptable
capital restoration plan are subject to appointment of a receiver or conservator.

Transactions with Affiliates

There are various legal restrictions on the extent to which M&T and its non-bank subsidiaries may
borrow or otherwise obtain funding from M&T Bank and Wilmington Trust, N.A. In general,
Sections 23A and 23B of the Federal Reserve Act and Federal Reserve Regulation W require that
any “covered transaction” by M&T Bank and Wilmington Trust, N.A. (or any of their respective
subsidiaries) with an affiliate must in certain cases be secured by designated amounts of specified
collateral and must be limited as follows: (a) in the case of any single such affiliate, the aggregate
amount of covered transactions of the insured depository institution and its subsidiaries may not
exceed 10% of the capital stock and surplus of such insured depository institution, and (b) in the case
of all affiliates, the aggregate amount of covered transactions of an insured depository institution and
its subsidiaries may not exceed 20% of the capital stock and surplus of such insured depository
institution. “Covered transactions” are defined by statute to include, among other things, a loan or
extension of credit, as well as a purchase of securities issued by an affiliate, a purchase of assets
(unless otherwise exempted by the Federal Reserve) from the affiliate, certain derivative transactions
that create a credit exposure to an affiliate, the acceptance of securities issued by the affiliate as
collateral for a loan, and the issuance of a guarantee, acceptance or letter of credit on behalf of an
affiliate. All covered transactions, including certain additional transactions (such as transactions with
a third party in which an affiliate has a financial interest), must be conducted on market terms.
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FDIC Insurance Assessments

Deposit Insurance Assessments. M&T Bank and Wilmington Trust, N.A. deposits are insured by the
DIF of the FDIC up to the limits set forth under applicable law. The FDIC imposes a risk-based
premium assessment system that determines assessment rates for financial institutions. Deposit
insurance assessments are based on average total assets minus average tangible equity. For larger
institutions, such as M&T Bank, the FDIC uses a performance score and a loss-severity score that are
used to calculate an initial assessment rate. In calculating these scores, the FDIC uses a bank’s capital
level and supervisory ratings and certain financial measures to assess an institution’s ability to
withstand asset-related stress and funding-related stress. The FDIC has the ability to make
discretionary adjustments to the total score based upon significant risk factors that are not adequately
captured in the calculations. Under the current system, premiums are assessed quarterly.

Under the FDIA, insurance of deposits may be terminated by the FDIC upon a finding that the
institution has engaged in unsafe and unsound practices, is in an unsafe or unsound condition to
continue operations, or has violated any applicable law, regulation, rule, order or condition imposed
by the FDIC.

Acquisitions

The BHCA requires every BHC to obtain the prior approval of the Federal Reserve before: (1) it may
acquire direct or indirect ownership or control of any voting shares of any bank or savings institution,
if after such acquisition, the BHC will directly or indirectly own or control 5% or more of the voting
shares of the institution; (2) it or any of its subsidiaries, other than a bank, may acquire all or
substantially all of the assets of any bank or savings institution; or (3) it may merge or consolidate
with any other BHC. Financial holding companies are required to obtain prior approval from the
Federal Reserve before acquiring certain nonbank financial companies with assets exceeding $10
billion.

The BHCA further provides that the Federal Reserve may not approve any transaction that
would result in a monopoly or would be in furtherance of any combination or conspiracy to
monopolize or attempt to monopolize the business of banking in any section of the United States, or
the effect of which may be substantially to lessen competition or to tend to create a monopoly in any
section of the country, or that in any other manner would be in restraint of trade, unless the
anticompetitive effects of the proposed transaction are clearly outweighed by the public interest in
meeting the convenience and needs of the community to be served. The Federal Reserve is also
required to consider the financial and managerial resources and future prospects of the bank holding
companies and banks concerned and the convenience and needs of the community to be served.
Consideration of financial resources generally focuses on capital adequacy and consideration of
convenience and needs issues includes the parties’ performance under the CRA and compliance with
consumer protection laws. The Federal Reserve must take into account the institutions’ effectiveness
in combating money laundering. In addition, pursuant to the Dodd-Frank Act, the BHCA was
amended to require the Federal Reserve, when evaluating a proposed transaction, to consider the
extent to which the transaction would result in greater or more concentrated risks to the stability of
the United States banking or financial system.

Executive and Incentive Compensation

Guidelines adopted by several federal banking agencies prohibit excessive compensation as an
unsafe and unsound practice and describe compensation as “excessive” when the amounts paid are
unreasonable or disproportionate to the services performed by an executive officer, employee,
director or principal stockholder. The Federal Reserve issued comprehensive guidance on incentive
compensation policies (the “Incentive Compensation Guidance”) intended to ensure that the
incentive compensation policies of banking organizations do not undermine the safety and soundness

15



of such organizations by encouraging excessive risk-taking. The Incentive Compensation Guidance,
which covers all employees that have the ability to materially affect the risk profile of an
organization, either individually or as part of a group, is based upon the key principles that a banking
organization’s incentive compensation arrangements should (i) provide incentives that do not
encourage risk-taking beyond the organization’s ability to effectively identify and manage risks,

(i1) be compatible with effective internal controls and risk management, and (iii) be supported by
strong corporate governance, including active and effective oversight by the organization’s board of
directors. These three principles are incorporated into the proposed joint compensation regulations
under the Dodd-Frank Act noted below. Any deficiencies in compensation practices that are
identified may be incorporated into the organization’s supervisory ratings, which can affect its ability
to make acquisitions or perform other actions. The Incentive Compensation Guidance provides that
enforcement actions may be taken against a banking organization if its incentive compensation
arrangements or related risk-management control or governance processes pose a risk to the
organization’s safety and soundness and the organization is not taking prompt and effective measures
to correct the deficiencies.

The Dodd-Frank Act requires the federal bank regulatory agencies and the SEC to establish
joint regulations or guidelines prohibiting incentive-based payment arrangements at specified
regulated entities having at least $1 billion in total assets, such as M&T and M&T Bank. In June
2016, the agencies proposed rules to implement this requirement but these proposed rules have not
been finalized.

In October 2016, the NYSDEFS issued guidance emphasizing that its regulated banking
institutions, including M&T Bank, must ensure that any incentive compensation arrangements tied to
employee performance indicators are subject to effective risk management, oversight and control.

The scope and content of the banking regulators’ policies on incentive compensation are
continuing to develop and are likely to continue evolving in the future. It cannot be determined at this
time whether compliance with such policies will adversely affect the ability of M&T and its
subsidiaries to hire, retain and motivate their key employees.

Resolution Planning

Pursuant to the Dodd-Frank Act, as amended by EGRRCPA, certain bank holding companies are
required to report periodically to the Federal Reserve and the FDIC a resolution plan for their rapid
and orderly resolution in the event of material financial distress or failure. However, in connection
with the release of the Tailoring Rules, the Federal Reserve and FDIC finalized rules in October 2019
which, among other things, adjust the review cycles and applicability of the agencies’ resolution
planning requirements. Under these new rules, Category IV firms such as M&T are no longer
required to submit resolution plans.

The FDIC has separately implemented a resolution planning rule that currently requires insured
depository institutions with $50 billion or more in total assets, such as M&T Bank, to submit to the
FDIC periodic plans for resolution in the event of the institution’s failure. In April 2019, the FDIC
released an advance notice of proposed rulemaking about potential changes to its resolution planning
requirements for insured depository institutions, such as M&T Bank, and the next round of insured
depository institution resolution plan submissions will not be required until the rulemaking process is
complete.
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Insolvency of an Insured Depository Institution or a Bank Holding Company

If the FDIC is appointed as conservator or receiver for an insured depository institution such as M&T
Bank or Wilmington Trust, N.A., upon its insolvency or in certain other events, the FDIC has the
power:

e to transfer any of the depository institution’s assets and liabilities to a new obligor,
including a newly formed “bridge” bank without the approval of the depository
institution’s creditors;

e to enforce the terms of the depository institution’s contracts pursuant to their terms
without regard to any provisions triggered by the appointment of the FDIC in that
capacity; or

e to repudiate or disaffirm any contract or lease to which the depository institution is a party,
the performance of which is determined by the FDIC to be burdensome and the
disaffirmance or repudiation of which is determined by the FDIC to promote the orderly
administration of the depository institution.

In addition, under federal law, the claims of holders of domestic deposit liabilities and certain
claims for administrative expenses against an insured depository institution would be afforded a
priority over other general unsecured claims against such an institution, including claims of debt
holders of the institution, in the “liquidation or other resolution” of such an institution by any
receiver. As a result, whether or not the FDIC ever sought to repudiate any debt obligations of M&T
Bank or Wilmington Trust, N.A., the debt holders would be treated differently from, and could
receive, if anything, substantially less than, the depositors of the bank. The Dodd-Frank Act created a
new resolution regime (known as “orderly liquidation authority”) for systemically important financial
companies, including bank holding companies and their affiliates. Under the orderly liquidation
authority, the FDIC may be appointed as receiver for the systemically important institution, and its
failed subsidiaries, for purposes of liquidating the entity if, among other conditions, it is determined
at the time of the institution’s failure that it is in default or in danger of default and the failure poses a
risk to the stability of the U.S. financial system.

If the FDIC is appointed as receiver under the orderly liquidation authority, then the powers of
the receiver, and the rights and obligations of creditors and other parties who have dealt with the
institution, would be determined under the Dodd-Frank Act provisions, and not under the insolvency
law that would otherwise apply. The powers of the receiver under the orderly liquidation authority
were based on the powers of the FDIC as receiver for depository institutions under the FDIA.
However, the provisions governing the rights of creditors under the orderly liquidation authority
were modified in certain respects to reduce disparities with the treatment of creditors’ claims under
the U.S. Bankruptcy Code as compared to the treatment of those claims under the new authority.
Nonetheless, substantial differences in the rights of creditors exist as between these two regimes,
including the right of the FDIC to disregard the strict priority of creditor claims in some
circumstances, the use of an administrative claims procedure to determine creditors’ claims (as
opposed to the judicial procedure utilized in bankruptcy proceedings), and the right of the FDIC to
transfer claims to a “bridge” entity.

An orderly liquidation fund will fund such liquidation proceedings through borrowings from the
Treasury Department and risk-based assessments made, first, on entities that received more in the
resolution than they would have received in liquidation to the extent of such excess, and second, if
necessary, on bank holding companies with total consolidated assets of $50 billion or more, such as
M&T. If an orderly liquidation is triggered, M&T could face assessments for the orderly liquidation
fund.

The FDIC has developed a strategy under the orderly liquidation authority referred to as the
“single point of entry” strategy, under which the FDIC would resolve a failed financial holding
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company by transferring its assets (including shares of its operating subsidiaries) and, potentially,
very limited liabilities to a “bridge” holding company; utilize the resources of the failed financial
holding company to recapitalize the operating subsidiaries; and satisfy the claims of unsecured
creditors of the failed financial holding company and other claimants in the receivership by
delivering securities of one or more new financial companies that would emerge from the bridge
holding company. Under this strategy, management of the failed financial holding company would be
replaced and shareholders and creditors of the failed financial holding company would bear the
losses resulting from the failure.

Depositor Preference

Under federal law, depositors and certain claims for administrative expenses and employee
compensation against an insured depository institution would be afforded a priority over other
general unsecured claims against such an institution in the “liquidation or other resolution” of such
an institution by any receiver. If an insured depository institution fails, insured and uninsured
depositors, along with the FDIC, will have priority in payment ahead of unsecured, non-deposit
creditors, including depositors whose deposits are payable only outside of the United States and the
parent BHC, with respect to any extensions of credit they have made to such insured depository
institution.

Financial Privacy and Cyber Security

The federal banking regulators have adopted rules that limit the ability of banks and other financial
institutions to disclose non-public information about consumers to non-affiliated third parties. These
limitations require disclosure of privacy policies to consumers and, in some circumstances, allow
consumers to prevent disclosure of certain personal information to a non-affiliated third party. These
regulations affect how consumer information is transmitted through diversified financial companies
and conveyed to outside vendors. In addition, consumers may also prevent disclosure of certain
information among affiliated companies that is assembled or used to determine eligibility for a
product or service, such as that shown on consumer credit reports and asset and income information
from applications. Consumers also have the option to direct banks and other financial institutions not
to share information about transactions and experiences with affiliated companies for the purpose of
marketing products or services. Federal law makes it a criminal offense, except in limited
circumstances, to obtain or attempt to obtain customer information of a financial nature by fraudulent
or deceptive means.

In October 2016, the federal banking regulators jointly issued an advance notice of proposed
rulemaking on enhanced cyber risk management standards that are intended to increase the
operational resilience of large and interconnected entities under their supervision. If established, the
enhanced cyber risk management standards would be designed to help reduce the potential impact of
a cyber-attack or other cyber-related failure on the financial system. The advance notice of proposed
rulemaking addresses five categories of cyber standards: (1) cyber risk governance; (2) cyber risk
management; (3) internal dependency management; (4) external dependency management; and (5)
incident response, cyber resilience, and situational awareness.

In March 2017, the NYSDFS implemented regulations requiring financial institutions regulated
by the NYSDFS, including M&T Bank, to, among other things, (i) establish and maintain a cyber
security program designed to ensure the confidentiality, integrity and availability of their information
systems; (ii) implement and maintain a written cyber security policy setting forth policies and
procedures for the protection of their information systems and nonpublic information; and (iii)
designate a Chief Information Security Officer.

Many state regulators have been increasingly active in implementing privacy and cybersecurity
standards and regulations, including implementing or modifying their data breach notification and
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data privacy requirements. For example, the California Consumer Privacy Act became effective on
January 1, 2020.

Consumer Protection Laws and the Consumer Financial Protection Bureau Supervision

In connection with their respective lending and leasing activities, M&T Bank, Wilmington Trust,
N.A. and certain of their subsidiaries, are each subject to a number of federal and state laws designed
to protect borrowers and promote lending to various sectors of the economy. Such laws include: the
Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Fair and Accurate Credit
Transactions Act, the Truth in Lending Act, the Home Mortgage Disclosure Act, the Electronic Fund
Transfer Act, the Real Estate Settlement Procedures Act, the Servicemembers Civil Relief Act, and
various state law counterparts. Furthermore, the CFPB has issued integrated disclosure requirements
under the Truth in Lending Act and the Real Estate Settlement Procedures Act that relate to the
provision of disclosures to borrowers. There are also consumer protection laws governing deposit
taking activities (e.g. Truth in Savings Act), as well securities and insurance laws governing certain
aspects of the Company’s consolidated operations.

The Dodd-Frank Act established the CFPB with broad powers to supervise and enforce most
federal consumer protection laws. The CFPB has broad rule-making authority for a wide range of
consumer protection laws that apply to all banks and savings institutions, including the authority to
prohibit “unfair, deceptive or abusive” acts and practices. The CFPB has examination and
enforcement authority over all banks and savings institutions with more than $10 billion in assets,
including M&T Bank.

One of the important rules in governing deposits is the Electronic Fund Transfer Act which,
among other things, prohibits financial institutions from charging consumers fees for paying
overdrafts on automated teller machines (“ATM”) and one-time debit card transactions, unless a
consumer consents, or opts in, to the overdraft service for those type of transactions. If a consumer
does not opt in, any ATM transaction or one-time debit card transaction sent for approval that
exceeds the customer’s available balance will be declined. Overdrafts on other types of transactions
(e.g. checks, recurring debit card transactions and ACH transactions) are not covered by this rule.
Before opting in, the consumer must be provided a notice that explains the financial institution’s
overdraft services, including the fees associated with the service, and the consumer’s choices.
Financial institutions must provide consumers who do not opt in with the same account terms,
conditions and features (including pricing) that they provide to consumers who do opt in.

The CFPB has issued final rules that change the reporting requirements for lenders under the
Home Mortgage Disclosure Act. The rules expand the range of transactions subject to the
requirements to include most securitized residential mortgage loans and credit lines. The rules also
increased the overall amount of data required to be collected and submitted, including additional data
points about loans and borrowers.

In addition, the Dodd-Frank Act permits states to adopt consumer protection laws and standards
that are more stringent than those adopted at the federal level and, in certain circumstances, permits
state attorneys general to enforce compliance with both the state and federal laws and regulations.

Community Reinvestment Act

The CRA is intended to encourage depository institutions to help meet the credit needs of the
communities in which they operate, including low- and moderate-income neighborhoods, consistent
with safe and sound operations. CRA examinations are conducted by the federal agencies that are
responsible for supervising depository institutions: the Federal Reserve, the FDIC and the OCC. A
financial institution’s performance in helping to meet the credit needs of its community is evaluated
in the context of information about the institution (capacity, constraints and business strategies), its
community (demographic and economic data, lending, investment, and service opportunities), and its
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competitors and peers. Upon completion of a CRA examination, an overall CRA Rating is assigned
using a four-tiered rating system. These ratings are: “Outstanding,” “Satisfactory,” “Needs to
Improve” and “Substantial Noncompliance.” The CRA evaluation is used in evaluating applications
for future approval of bank activities including mergers, acquisitions, charters, branch openings and
deposit facilities. M&T Bank has a current rating of “Outstanding.” M&T Bank is also subject to
New York State CRA examination and is assessed using a 1 to 4 scoring system. M&T Bank
currently has an “Outstanding” rating from the NYSDFS. Wilmington Trust, N.A. has been
designated a special purpose trust company since March 3, 2016, and is therefore exempt from the
requirements of the CRA. In April 2018, the U.S. Department of Treasury issued a memorandum to
the federal banking regulators with recommended changes to the CRA’s implementing regulations to
reduce their complexity and associated burden on banks. In December 2019, the OCC and FDIC
issued a notice of proposed rulemaking intended to (i) clarify which activities qualify for CRA credit;
(ii) update where activities count for CRA credit; (iii) create a more transparent and objective method
for measuring CRA performance; and (iv) provide for more transparent, consistent, and timely CRA-
related data collection, recordkeeping, and reporting. However, the Federal Reserve has not joined
the proposed rulemaking. The Company will continue to evaluate the impact of any changes to the
regulations implementing the CRA.

Bank Secrecy and Anti-Money Laundering

Federal laws and regulations impose obligations on U.S. financial institutions, including banks and
broker/dealer subsidiaries, to implement and maintain appropriate policies, procedures and controls
which are reasonably designed to prevent, detect and report instances of money laundering and the
financing of terrorism and to verify the identity of their customers. In addition, these provisions
require the federal financial institution regulatory agencies to consider the effectiveness of a financial
institution’s anti-money laundering activities when reviewing bank mergers and BHC acquisitions.
Failure of a financial institution to maintain and implement adequate programs to combat money
laundering and terrorist financing could have serious legal and reputational consequences for the
institution.

Financial Crimes Enforcement Network, which drafts regulations implementing the USA
PATRIOT Act and other anti-money laundering and bank secrecy act legislation, has adopted rules
that require financial institutions to obtain beneficial ownership information with respect to legal
entities with which such institutions conduct business, subject to certain exclusions and exemptions.
Bank regulators are focusing their examinations on anti-money laundering compliance, and M&T
continues to monitor and augment, where necessary, its anti-money laundering compliance programs.

Office of Foreign Assets Control Regulation

The United States has imposed economic sanctions that affect transactions with designated foreign
countries, nationals and others. These are typically known as the “OFAC” rules based on their
administration by the U.S. Treasury Department Office of Foreign Assets Control (“OFAC”). The
OFAC-administered sanctions targeting countries take many different forms. Generally, however,
they contain one or more of the following elements: (i) restrictions on trade with or investment in a
sanctioned country, including prohibitions against direct or indirect imports from and exports to a
sanctioned country and prohibitions on “U.S. persons” engaging in financial transactions relating to
making investments in, or providing investment-related advice or assistance to, a sanctioned country;
and (ii) a blocking of assets in which the government or specially designated nationals of the
sanctioned country have an interest, by prohibiting transfers of property subject to U.S. jurisdiction
(including property in the possession or control of U.S. persons). Blocked assets (e.g. property and
bank deposits) cannot be paid out, withdrawn, set off or transferred in any manner without a license
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from OFAC. Failure to comply with these sanctions could have serious legal and reputational
consequences.

Federal Reserve Policies

The earnings of the Company are significantly affected by the monetary and fiscal policies of
governmental authorities, including the Federal Reserve. Among the instruments of monetary policy used
by the Federal Reserve are open-market operations in U.S. Government securities and federal funds,
changes in the discount rate on member bank borrowings and changes in reserve requirements against
member bank deposits. These instruments of monetary policy are used in varying combinations to
influence the overall level of bank loans, investments and deposits, and the interest rates charged on loans
and paid for deposits. The Federal Reserve frequently uses these instruments of monetary policy,
especially its open-market operations and the discount rate, to influence the level of interest rates and to
affect the strength of the economy, the level of inflation or the price of the dollar in foreign exchange
markets. The monetary policies of the Federal Reserve have had a significant effect on the operating
results of banking institutions in the past and are expected to continue to do so in the future. It is not
possible to predict the nature of future changes in monetary and fiscal policies or the effect which they
may have on the Company’s business and earnings.

Corporate Governance

M&T’s Corporate Governance Standards and the following corporate governance documents are also
available on M&T’s website at the Investor Relations link: Disclosure and Regulation FD Policy;
Executive Committee Charter; Nomination, Compensation and Governance Committee Charter;
Audit Committee Charter; Risk Committee Charter; Financial Reporting and Disclosure Controls and
Procedures Policy; Code of Ethics for CEO and Senior Financial Officers; Code of Business Conduct
and Ethics; Employee Complaint Procedures for Accounting and Auditing Matters; and Excessive or
Luxury Expenditures Policy. Copies of such governance documents are also available, free of charge,
to any person who requests them. Such requests may be directed to M&T Bank Corporation,
Shareholder Relations Department, One M&T Plaza, 8th Floor, Buffalo, NY 14203-2399
(Telephone: (716) 842-5138).

Competition

The Company competes in offering commercial and personal financial and wealth services with other
banking institutions and thrifts and with firms in a number of other industries, such as credit unions,
personal loan companies, sales finance companies, leasing companies, securities brokerage firms,
mutual fund companies, hedge funds, wealth and investment advisory firms, insurance companies
and other financial services-related entities. Furthermore, diversified financial services companies are
able to offer a combination of these services to their customers on a nationwide basis. The
Company’s operations are significantly impacted by state and federal regulations applicable to the
banking industry. Moreover, provisions of the Gramm-Leach-Bliley Act of 1999, the Interstate
Banking Act and state banking laws have allowed for increased competition among diversified
financial services providers and e-commerce and other Internet-based companies.

Other Information

Through a link on the Investor Relations section of M&T’s website at www.mtb.com, copies of
M&T’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on
Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of
the Exchange Act, are made available, free of charge, as soon as reasonably practicable after
electronically filing such material with, or furnishing it to, the SEC. Copies of such reports and other
information are also available at no charge to any person who requests them or at www.sec.gov. Such
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requests may be directed to M&T Bank Corporation, Shareholder Relations Department, One M&T
Plaza, 8th Floor, Buffalo, NY 14203-2399 (Telephone: (716) 842-5138).

Statistical Disclosure Pursuant to Guide 3

See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-
K. Additional information is included in the following tables.
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Table 1

SELECTED CONSOLIDATED YEAR-END BALANCES

2019 2018 2017 2016 2015
(In thousands)
Interest-bearing deposits at banks ........ $ 7,190,154 $ 8,105,197 $ 5,078,903 $ 5,000,638 $ 7,594,350
Federal funds sold .......ccoeeeeeeveeinns 3,500 — — — —
Trading account.........cceeeeeveerieeneennnen. 470,129 185,584 132,909 323,867 273,783
Investment securities
U.S. Treasury and federal
AZENCICS vt seeenes 8,746,749 11,746,240 13,851,832 15,090,578 14,540,237
Obligations of states and political
SUDAIVISIONS ..evvevveveeiiiieeiiieeeenn. 4915 9,153 27,151 64,499 124,459
Other ......vveevieeeiieeeeeeeee e 745,587 937,420 785,542 1,095,391 991,743
Total investment securities........ 9,497,251 12,692,813 14,664,525 16,250,468 15,656,439
Loans and leases
Commercial, financial, leasing,
BEC. tiieeiierreee et 23,987,897 23,136,913 21,900,258 22,770,629 20,576,737
Real estate — construction ............. 9,010,297 8,823,635 8,125,925 8,066,756 5,716,994
Real estate — mortgage.................. 42,816,450 42,816,858 44,965,038 48,134,198 49,841,156
CONSUMET ....oeeeieneiiieeeeeeieeee e 15,373,881 13,956,086 13,251,665 12,130,094 11,584,347
Total loans and leases................ 91,188,525 88,733,492 88,242,886 91,101,677 87,719,234
Unearned discount ..............cccuu..... (265,656) (267,015) (253,903) (248,261) (229,735)
Loans and leases, net of
unearned discount................... 90,922,869 88,466,477 87,988,983 90,853,416 87,489,499
Allowance for credit losses............. (1,051,071) (1,019,444) (1,017,198) (988,997) (955,992)
Loans and leases, net................. 89,871,798 87,447,033 86,971,785 89,864,419 86,533,507
GOOdWIll...ovvvviiiiiiiiiiieieeee e 4,593,112 4,593,112 4,593,112 4,593,112 4,593,112
Core deposit and other intangible
ASSELS..eeeiiiiereeeeee et e e e e e 29,034 47,067 71,589 97,655 140,268
Real estate and other assets owned ...... 85,646 78,375 111,910 139,206 195,085
Total aSSELS c.uvvvveeieierieeieeieeieeeeeeeeiaee 119,872,757 120,097,403 118,593,487 123,449,206 122,787,884
Noninterest-bearing deposits................ 32,396,407 32,256,668 33,975,180 32,813,896 29,110,635
Savings and interest-checking
dEPOSItS..uvierereeiieriieiierie et eie e 54,932,162 50,963,744 51,698,008 52,346,207 49,566,644
Time deposits .....coceerervenerienieeienienn 5,757,456 6,124,254 6,580,962 10,131,846 13,110,392
Deposits at Cayman Islands office........ 1,684,044 811,906 177,996 201,927 170,170
Total deposits .....ceecveerveerreeenenns 94,770,069 90,156,572 92,432,146 95,493,876 91,957,841
Short-term borrowings ..........c.cccceuenee. 62,363 4,398,378 175,099 163,442 2,132,182
Long-term borrowings..........cccccecveeueene. 6,986,186 8,444,914 8,141,430 9,493,835 10,653,858
Total liabilities.......coouvvreviveiniieeeeinneeee. 104,156,108 104,637,212 102,342,668 106,962,584 106,614,595
Shareholders’ equity........cccccervveeernenen. 15,716,649 15,460,191 16,250,819 16,486,622 16,173,289
Table 2

SHAREHOLDERS, EMPLOYEES AND OFFICES

Number at Year-End 2019 2018 2017 2016 2015

SharehOldersS.......oooeeeeeeeeeeeeeeeeeeeeeeeee s 17,333 18,099 18,864 19,802 20,693
EMpPIOYEES....ciiiiiieiieee et 17,773 17,267 16,794 16,973 17,476
OFFICES oo, 771 794 833 855 863
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Table 3

CONSOLIDATED EARNINGS
2019 2018 2017 2016 2015
(In thousands)

Interest income
Loans and leases, including fees........c.covveeeiniereneenieeennns $4,442,182 $4,164,561 $3,742,867 $3,485,050 $2,778,151
Investment securities

Fully taxable ......cccecveieieniiieieeecececeeeeee e 288,532 323,912 361,157 361,494 372,162

Exempt from federal taxes........cc.coceeveeveenienvenincncnenne. 321 665 1,431 2,606 4,263
Deposits at DanKs .........cceeeererieenieineeceeee e 141,397 108,182 61,326 45,516 15,252
ONET ..ottt ereene 7,161 1,391 1,014 1,205 1,016

Total interest iNCOME ........cc.eeveeeierieerieereeereeereeeie e 4,879,593 4,598,711 4,167,795 3,895,871 3,170,844
Interest expense
Savings and interest-checking deposits ........c.ccccevererenene 368,003 215,411 133,177 87,704 46,140
Time deposits......ccoeeervrreererieieeeriereeeeeeeenes 95,426 51,423 61,505 102,841 27,059
Deposits at Cayman Islands office.... 21,917 5,633 1,186 797 615
Short-term borrowings.........c..c...... . 24,741 5,386 1,511 3,625 1,677
Long-term bOrrOWiIngs ........ccceveverereneneeneenienienenenennens 239,242 248,556 189,372 231,017 252,766

Total INtereSt EXPENSE ......eevververveereereeiereienieriesiesienenne 749,329 526,409 386,751 425,984 328,257
Net interest inCoOMe ...............c.occoeeveeeeeeriecrienieeieeieeee e, 4,130,264 4,072,302 3,781,044 3,469,887 2,842,587
Provision for credit 10SSES.......uvivivvueieieeiieeeieeeeeeeeeieeee e 176,000 132,000 168,000 190,000 170,000
Net interest income after provision for credit losses .......... 3,954,264 3,940,302 3,613,044 3,279,887 2,672,587
Other income
Mortgage banking reVenues. .........oceeeeeeuvevecrenuenenienienenne 457,770 360,442 363,827 373,697 375,738
Service charges on deposit aCCOUNLS..........cceeeverrerrererienenne 432,978 429,337 427,372 419,102 420,608
Trust iNCOME .....oooveeveereeeeeeeeneeeneeane 572,608 537,585 501,381 472,184 470,640
Brokerage services income.............cccceeeuvennene. 48,922 51,069 61,445 63,423 64,770
Trading account and foreign exchange gains . 62,044 32,547 35,301 41,126 30,577
Gain (loss) on bank investment securities ...... 18,037 (6,301) 21,279 30,314 (130)
Other revenues from operations...................... . 469,320 451,321 440,538 426,150 462,834

Total other iNCOME.........cocevreiieiieieeieceeeeeeeie e 2,061,679 1,856,000 1,851,143 1,825,996 1,825,037
Other expense
Salaries and employee benefits...........ceceeeeeievievcrenicnicncnne 1,900,797 1,752,264 1,648,794 1,618,074 1,532,392
Equipment and net 0CCUPANCY .......ccevvereeeeeeienieneenienieneennens 324,079 298,828 295,084 295,141 272,539
Outside data processing and software...........ccceeevererereenne 229,731 199,025 184,670 172,389 164,133
FDIC aSSESSMENLS ......uveeveerieriereereereeereereereereeereeereeereenns 41,535 68,256 101,871 105,045 52,113
Adpvertising and marketing......... 93,472 85,710 69,203 87,137 59,227
Printing, postage and supplies 39,893 35,658 35,960 39,546 38,491
Amortization of core deposit and other intangible assets... 19,490 24,522 31,366 42,613 26,424
Other costs Of OPETALIONS .....c..ccevvieriereeiriereienienienenenenne 819,685 823,529 773,377 687,540 677,613

Total Other EXPense. ........coevruereererueereerieerieeeeeseeeeeenes 3,468,682 3,288,062 3,140,325 3,047,485 2,822,932
Income before INCOME taXES .....c.oovuvveeieecuieieeiiiiieeeeiieeee e 2,547,261 2,508,240 2,323,862 2,058,398 1,674,692
INCOME LAXES ...veevvieeiieeieeiieeieeeie ettt ettt reeere e 618,112 590,160 915,556 743,284 595,025
NEtINCOME ........coooviiiiiiieieceeceeeteeere et $1,929,149 $1,918,080 $1,408,306 $1,315,114 $1,079,667
Dividends declared

Common $ 552,216 $ 510458 $ 457,200 $ 441,765 $ 374,912

Preferred 72,482 72,521 72,734 81,270 81,270
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Table 4

COMMON SHAREHOLDER DATA

2019 2018 2017 2016 2015
Per share
Net income
BaSIC .ot $ 1376 $ 1275 § 872 § 780 § 7.22
DIIUted ..o 13.75 12.74 8.70 7.78 7.18
Cash dividends declared...........cccoeceeriieenieniienniinnicnneenns 4.10 3.55 3.00 2.80 2.80
Common shareholders’ equity at year-end...................... 110.78 102.69 100.03 97.64 93.60
Tangible common shareholders’ equity at
D21 1<) 11 BTSSR S 75.44 69.28 69.08 67.85 64.28
Dividend payout ratio..........ccccceceevereenerrenencreneeceenneenn 2970%  27.66% 3424% 3581% 37.56%
Table 5

CHANGES IN INTEREST INCOME AND EXPENSE(a)

2019 Compared with 2018 2018 Compared with 2017
Resulting from Resulting from
Changes in: Changes in:
Total Total
Change _Volume Rate Change _Volume Rate

(Increase (decrease) in thousands)
Interest income

Loans and leases, including fees ..........c..ccccue.... $278,610 101,577 177,033 $410,537 (61,159) 471,696
Deposits at banks .........ccceeeeverieneniereeene 33,215 24,193 9,022 46,856 398 46,458
Federal funds sold and agreements to resell
SECUTTEIES ...veiivvieeeeeeee et et enee s 5,484 5,487 3) 17 16 1
Trading acCcoUNt.........cocveevieriieenieeieeiee e 363 259 104 277 (246) 523
Investment securities
U.S. Treasury and federal agencies ............. (38,192) (51,898) 13,706 (36,903) (41,271) 4,368
Obligations of states and political
SUDAIVISIONS ..vveeevieiieerieiie et (449) (433) (16) (1,204)  (1,187) 17)
Other ..o 2,818 855 1,963 (1,337)  (1,021) (316)
Total interest iNCOME .......cocvveeeevreeeereeerneen. $281,849 $418,243

Interest expense
Interest-bearing deposits
Savings and interest-checking deposits........ $152,593 10,760 141,833 $ 82,234 (3,240) 85474

Time depositS.....ccereereereeieieieieeee e 44,003 2,525 41,478 (10,082) (17,490) 7,408
Deposits at Cayman Islands office .............. 16,284 15,529 755 4,447 2,133 2,314
Short-term borrowings .........cccceeveeveereereesenneans 19,355 16,135 3,220 3,875 1,314 2,561
Long-term borrowings ........ccceeceeveeeereeeeneenne (9,314) (34,168) 24,854 59,184 12,996 46,188
Total interest eXPense ........ceeveeeeeeeeveerennenns $222,921 $139,658

(a) Interest income data are on a taxable-equivalent basis. The apportionment of changes resulting from the
combined effect of both volume and rate was based on the separately determined volume and rate changes.
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Item 1A. Risk Factors.

M&T and its subsidiaries could be adversely impacted by a number of risks and uncertainties that are
difficult to predict. As a financial institution certain risk elements are inherent in the ordinary course
of the Company’s business activities and adverse experience with those risks could have a material
impact on the Company’s business, financial condition and results of operations, as well as on the
values of the Company’s financial instruments and M&T’s common stock. The Company has
developed a risk management process to identify, understand, mitigate and balance its exposure to
significant risks. The following risk factors set forth some of the risks that could materially and
adversely impact the Company, although there may be additional risks that are not presently material
or known that may adversely affect the Company.

Market Risk

Weakness in the economy has adversely affected the Company in the past and may adversely affect
the Company in the future.

Poor business and economic conditions in general or specifically in markets served by the Company
could have adverse effects on the Company’s business including:

e A decrease in the demand for loans and other products and services offered by the
Company.

e A decrease in net interest income derived from the Company’s lending and deposit
gathering activities.

e A decrease in the value of the Company’s investment securities, loans held for sale or
other assets secured by residential or commercial real estate.

e  Other-than-temporary impairment of investment securities in the Company’s investment
securities portfolio or other investments.

e A decrease in fees from the Company’s brokerage and trust businesses associated with
declines or lack of growth in stock market prices.

e  Potential higher FDIC assessments due to the DIF falling below minimum required levels.

e  Animpairment of certain intangible assets, such as goodwill.

e  Anincrease in the number of customers and counterparties who become delinquent, file
for protection under bankruptcy laws or default on their loans or other obligations to the
Company. An increase in the number of delinquencies, bankruptcies or defaults could
result in higher levels of nonperforming assets, net charge-offs, provision for credit losses
and valuation adjustments on loans held for sale.

The Company’s business and financial performance is impacted significantly by market interest rates
and movements in those rates. The monetary, tax and other policies of governmental agencies,
including the Federal Reserve, have a significant impact on interest rates and overall financial
market performance over which the Company has no control and which the Company may not be
able to anticipate adequately.

As aresult of the high percentage of the Company’s assets and liabilities that are in the form of
interest-bearing or interest-related instruments, changes in interest rates, in the shape of the yield
curve or in spreads between different market interest rates, can have a material effect on the
Company’s business and profitability and the value of the Company’s assets and liabilities. For
example, changes in interest rates or interest rate spreads may:

e  Affect the difference between the interest that the Company earns on assets and the
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interest that the Company pays on liabilities, which impacts the Company’s overall net
interest income and profitability.

e Adversely affect the ability of borrowers to meet obligations under variable or adjustable
rate loans and other debt instruments, which, in turn, affects the Company’s loss rates on
those assets.

e  Decrease the demand for interest rate-based products and services, including loans and
deposits.

e  Affect the Company’s ability to hedge various forms of market and interest rate risk and
may decrease the profitability or protection or increase the risk or cost associated with
such hedges.

e  Affect mortgage prepayment speeds and could result in the impairment of capitalized
mortgage servicing assets, reduce the value of loans held for sale and increase the
volatility of mortgage banking revenues, potentially adversely affecting the Company’s
results of operations.

The monetary, tax and other policies of the government and its agencies, including the Federal
Reserve, have a significant impact on interest rates and overall financial market performance. These
governmental policies can thus affect the activities and results of operations of banking organizations
such as the Company. An important function of the Federal Reserve is to regulate the national supply
of bank credit and certain interest rates. The actions of the Federal Reserve influence the rates of
interest that the Company charges on loans and that the Company pays on borrowings and interest-
bearing deposits and can also affect the value of the Company’s on-balance sheet and off-balance
sheet financial instruments. Also, due to the impact on rates for short-term funding, the Federal
Reserve’s policies influence, to a significant extent, the Company’s cost of such funding.

In addition, the Company is routinely subject to examinations from various governmental
taxing authorities. Such examinations may result in challenges to the tax return treatment applied by
the Company to specific transactions. Management believes that the assumptions and judgment used
to record tax-related assets or liabilities have been appropriate. Should tax laws change or the tax
authorities determine that management’s assumptions were inappropriate, the result and adjustments
required could have a material effect on the Company’s results of operations. M&T cannot predict
the nature or timing of future changes in monetary, tax and other policies or the effect that they may
have on the Company’s business activities, financial condition and results of operations.

The forecasted discontinuation of LIBOR and the emergence of one or more alternative benchmark
indices to replace LIBOR could adversely impact the Company’s business and results of operations.

The Company’s floating-rate funding, certain hedging transactions and certain of the Company’s
products, such as floating-rate loans and mortgages, determine the applicable interest rate or payment
amount by reference to a benchmark rate, such as the London Interbank Offered Rate (“LIBOR”), or
to an index, currency, basket or other financial metric. LIBOR and certain other benchmark rates are
the subject of recent national, international, and other regulatory guidance and proposals for reform.
In July 2017, the Chief Executive of the Financial Conduct Authority (“FCA”) announced that the
FCA intends to stop persuading or compelling its panel banks to submit rates for the calculation of
LIBOR after 2021. Consequently, at this time, it is not possible to predict whether and to what extent
panel banks will continue to provide submissions for the calculation of LIBOR, such that the
continuation of LIBOR on the current basis cannot and will not be guaranteed after 2021. Similarly,
it is not possible to predict whether and for how long LIBOR will continue to be viewed as an
acceptable market benchmark, what new or existing benchmark rate or rates may become accepted
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alternatives to LIBOR, or what the effect of any such changes in industry views or alternatives may
be on the markets for LIBOR-linked financial instruments.

Regulators and various financial industry groups have sponsored or formed committees (e.g.,
the Federal Reserve-sponsored Alternative Reference Rates Committee) to, among other things,
facilitate the identification of an alternative benchmark index to replace LIBOR, and publish
consultations on recommended practices for transitioning away from LIBOR, including (i) the
utilization of recommended fallback language for LIBOR-linked financial instruments, and (ii)
development of alternative pricing methodologies for recommended alternative benchmarks such as
the Secured Overnight Financing Rate (“SOFR”). SOFR is a measure of the cost of borrowing cash
overnight, collateralized by U.S. Treasury securities, and is based on directly observable U.S.
Treasury-based repurchase transactions. At this time, it is still not possible to predict whether these
recommendations and proposals will be broadly accepted in the market, whether they will continue to
evolve, and what the effect of their implementation may be on the markets for floating-rate financial
instruments.

The discontinuation of LIBOR or changes in market perceptions of the acceptability of LIBOR
as a benchmark could result in changes to the Company’s risk exposures (for example, if the
anticipated discontinuation of LIBOR adversely affects the availability or cost of floating-rate
funding and, therefore, the Company’s exposure to fluctuations in interest rates) or otherwise result
in losses on a product or having to pay more or receive less on securities that the Company has issued
or owns. A substantial portion of the Company’s on- and off-balance sheet financial instruments
(many of which have terms that extend beyond 2021) are indexed to LIBOR, including interest rate
swap agreements and other contracts used for hedging and trading account purposes, loans to
commercial customers and consumers (including mortgage loans and other loans), and long-term
borrowings. In addition, such uncertainty could result in pricing volatility and increased capital
requirements, loss of market share in certain products, adverse tax or accounting impacts, and
compliance, legal and operational costs and risks.

The Company established an enterprise-wide LIBOR transition program in 2019. An impact
assessment has been completed to identify on- and off-balance sheet exposures, systems, processes,
models, customers, and employees affected by the discontinuation of LIBOR. The Company
continues to develop and execute plans to transition products associated with LIBOR to alternative
reference rates.

The Company’s business and performance is vulnerable to the impact of volatility in debt and equity
markets.

As most of the Company’s assets and liabilities are financial in nature, the Company’s performance
is sensitive to the performance of the financial markets. Turmoil and volatility in U.S. and global
financial markets can be a major contributory factor to overall weak economic conditions, leading to
some of the risks discussed herein, including the impaired ability of borrowers and other
counterparties to meet obligations to the Company. Financial market volatility may:
e  Affect the value or liquidity of the Company’s on-balance sheet and off-balance sheet
financial instruments.
e  Affect the value of capitalized servicing assets.
e  Affect M&T’s ability to access capital markets to raise funds. Inability to access capital
markets if needed, at cost effective rates, could adversely affect the Company’s liquidity
and results of operations.
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e Affect the value of the assets that the Company manages or otherwise administers or
services for others. Although the Company is not directly impacted by changes in the
value of such assets, decreases in the value of those assets would affect related fee income
and could result in decreased demand for the Company’s services.

e  Impact the nature, profitability or risk profile of the financial transactions in which the
Company engages.

Volatility in the markets for real estate and other assets commonly securing financial products
has been and may continue to be a significant contributor to overall volatility in financial markets. In
addition, unfavorable or uncertain economic and market conditions can be caused by the imposition
of tariffs or other limitations on international trade and travel, which can result in market volatility,
negatively impact client activity, and adversely affect the Company’s financial condition and results
of operations.

The Company’s regional concentrations expose it to adverse economic conditions in its primary
retail banking office footprint.

The Company’s core banking business is largely concentrated within the Company’s retail banking
office network footprint, located principally in New York, Maryland, New Jersey, Pennsylvania,
Delaware, Connecticut, Virginia, West Virginia and the District of Columbia. Therefore, the
Company is, or in the future may be, particularly vulnerable to adverse changes in economic
conditions in the Northeast and Mid-Atlantic regions.

Risks Relating to Compliance and the Regulatory Environment

The Company is subject to extensive government regulation and supervision and this regulatory
environment can be and has been significantly impacted by financial regulatory reform initiatives.

The Company is subject to extensive federal and state regulation and supervision. Banking
regulations are primarily intended to protect depositors’ funds, federal deposit insurance funds and
the financial system as a whole, not stockholders. These regulations and supervisory guidance affect
the Company’s lending practices, capital structure, amounts of capital, investment practices, dividend
policy, growth and expansionary activity, among other things. Failure to comply with laws,
regulations, policies or supervisory guidance could result in civil or criminal penalties, including
monetary penalties, the loss of FDIC insurance, the revocation of a banking charter, other sanctions
by regulatory agencies, and/or reputation damage, which could have a material adverse effect on the
Company’s business, financial condition and results of operations. In this regard, government
authorities, including the bank regulatory agencies, can pursue aggressive enforcement actions with
respect to compliance and other legal matters involving financial activities, which heightens the risks
associated with actual and perceived compliance failures and may also adversely affect the
Company’s ability to enter into certain transactions or engage in certain activities, or obtain
necessary regulatory approvals in connection therewith. In general, the amounts paid by financial
institutions in settlement of proceedings or investigations have increased substantially and are likely
to remain elevated. In some cases, governmental authorities have required criminal pleas or other
extraordinary terms as part of such settlements, which could have significant collateral consequences
for a financial institution, including loss of customers, restrictions on the ability to access the capital
markets, and the inability to operate certain businesses or offer certain products for a period of time.
In addition, enforcement matters could impact the Company’s supervisory and CRA ratings, which
may in turn restrict or limit the Company’s activities.
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Any new regulatory requirements or changes to existing requirements could require changes to
the Company’s businesses, result in increased compliance costs and affect the profitability of such
businesses. Additionally, such activity could affect the behaviors of third parties with which the
Company deals in the ordinary course of business, such as rating agencies, insurance companies and
investors. Heightened regulatory practices, requirements or expectations could affect the Company in
substantial and unpredictable ways, and, in turn, could have a material adverse effect on the
Company’s business, financial condition and results of operations.

There have been significant revisions to the laws and regulations applicable to the Company
that have been enacted or proposed in recent months. These and other rules to implement the changes
have yet to be finalized, and the final timing, scope and impact of these changes to the regulatory
framework applicable to financial institutions remain uncertain. For more information on the
regulations to which the Company is subject and recent initiatives to reform financial institution
regulation, see Part I, Item 1 — Business in this report.

M&T may be subject to more stringent capital and liquidity requirements.

Bank holding companies, including M&T, are subject to capital and liquidity standards imposed as a
result of the Dodd-Frank Act (as amended by EGRRCPA) and the U.S. Basel III-based capital rules.
For additional information, see “Capital Requirements” under Part I, Item 1 — Business.

From time to time, regulators may implement changes to these regulatory capital adequacy and
liquidity requirements. If the Company fails to meet these minimum capital adequacy and liquidity
guidelines and other regulatory requirements, its business activities, including lending, and its ability
to expand, either organically or through acquisitions, could be limited. It could also result in M&T
being required to take steps to increase its regulatory capital that may be dilutive to shareholders or
limit its ability to pay dividends or otherwise return capital to shareholders, or sell or refrain from
acquiring assets. In addition, the liquidity-related provisions of the Federal Reserve’s liquidity-
related enhanced prudential supervision requirements may reduce the Company’s ability to invest in
other longer-term assets even if deemed more desirable from a balance sheet management
perspective.

EGRRCPA, the Tailoring Rules and other recent rulemaking have in some cases reduced the
capital or liquidity requirements applicable to M&T (e.g., the Company is no longer subject to any
LCR requirement, and the same is expected to be true for any finalized NSFR). However, Basel IV
significantly revises the Basel capital framework, and the impact on the Company will depend on the
manner in which the revisions are implemented in the U.S. with respect to firms such as M&T.

M&T’s ability to return capital to shareholders and to pay dividends on common stock may be
adversely affected by market and other factors outside of its control and will depend, in part, on a
review of its capital plan by the Federal Reserve.

Any decision by M&T to return capital to shareholders, whether through a common stock dividend
or through a common stock share repurchase program, requires the approval of M&T’s Board of
Directors and depends in large part on receiving regulatory approval, including through the Federal
Reserve’s CCAR process and the supervisory stress tests required under the Dodd-Frank Act
whereby M&T’s financial position is tested under assumed severely adverse economic conditions.
Prior to the public disclosure of a BHC’s CCAR results, the Federal Reserve will provide the BHC
with the results of its supervisory stress test and will offer a one-time opportunity for the BHC to
reduce planned capital distributions through the submission of a revised capital plan. The Federal
Reserve may object to any capital plan in which a BHC’s regulatory capital ratios inclusive of
adjustments to planned capital distributions, if any, would not meet the minimum requirements
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throughout a nine-quarter period under severely adverse stress conditions. If the Federal Reserve
objects to M&T’s capital plan, it could impose restrictions on M&T’s ability to return capital to
shareholders, including through paying dividends, entering into acquisitions or repurchasing its
common stock, which in turn could negatively impact market and investor perceptions of M&T.
M&T cannot be certain that the Federal Reserve will not object to future capital plans.

In addition, Federal Reserve capital planning and stress testing rules generally limit a BHC’s
ability to make quarterly capital distributions — dividends and common stock share repurchases — if
the amount of actual cumulative quarterly capital issuances of instruments that qualify as regulatory
capital are less than the BHC had indicated in its submitted capital plan as to which it received a non-
objection from the Federal Reserve. As such, M&T’s ability to declare and pay dividends on its
common stock, as well as the amount of such dividends, will depend, in part, on its ability to issue
stock in accordance with its capital plan or to otherwise remain in compliance with its capital plan,
which may be adversely affected by market and other factors outside of M&T’s control.

If an orderly liquidation of a systemically important BHC or non-bank financial company were
triggered, M&T could face assessments for the Orderly Liquidation Fund (“OLF”).

The Dodd-Frank Act created a mechanism, the OLF, for liquidation of systemically important bank
holding companies and non-bank financial companies. The OLF is administered by the FDIC and is
based on the FDIC’s bank resolution model. The Secretary of the U.S. Treasury may trigger a
liquidation under this authority after consultation with the President of the U.S. and after receiving a
recommendation from the boards of the FDIC and the Federal Reserve upon a two-thirds vote.
Liquidation proceedings will be funded by the OLF, which will borrow from the U.S. Treasury and
impose risk-based assessments on covered financial companies. Risk-based assessments would be
first made on entities that received more in the resolution than they would have received in the
liquidation to the extent of such excess, and second, if necessary, on, among others, bank holding
companies with total consolidated assets of $50 billion or more, such as M&T. Any such assessments
may adversely affect the Company’s business, financial condition or results of operations.

Credit Risk
Deteriorating credit quality could adversely impact the Company.

As a lender, the Company is exposed to the risk that customers will be unable to repay their loans in
accordance with the terms of the agreements, and that any collateral securing the loans may be
insufficient to assure full repayment. Credit losses are inherent in the business of making loans.

Factors that influence the Company’s credit loss experience include overall economic
conditions affecting businesses and consumers, generally, but also residential and commercial real
estate valuations, in particular, given the size of the Company’s real estate loan portfolios. Factors
that can influence the Company’s credit loss experience include: (i) the impact of residential real
estate values on loans to residential real estate builders and developers and other loans secured by
residential real estate; (ii) the concentrations of commercial real estate loans in the Company’s loan
portfolio; (iii) the amount of commercial and industrial loans to businesses in areas of New York
State outside of the New York City area and in central Pennsylvania that have historically
experienced less economic growth and vitality than many other regions of the country; (iv) the
repayment performance associated with first and second lien loans secured by residential real estate;
and (v) the size of the Company’s portfolio of loans to individual consumers, which historically have
experienced higher net charge-offs as a percentage of loans outstanding than loans to other types of
borrowers.
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Commercial real estate valuations can be highly subjective as they are based upon many
assumptions. Such valuations can be significantly affected over relatively short periods of time by
changes in business climate, economic conditions, interest rates and, in many cases, the results of
operations of businesses and other occupants of the real property. Similarly, residential real estate
valuations can be impacted by housing trends, the availability of financing at reasonable interest
rates, governmental policy regarding housing and housing finance, and general economic conditions
affecting consumers.

The Company maintains an allowance for credit losses which represents, in management’s
judgment, the amount of losses inherent in the loan and lease portfolio. The allowance is determined
by management’s evaluation of the loan and lease portfolio based on such factors as the differing
economic risks associated with each loan category, the current financial condition of specific
borrowers, the economic environment in which borrowers operate, the level of delinquent loans, the
value of any collateral and, where applicable, the existence of any guarantees or indemnifications.
Management believes that the allowance for credit losses as of December 31, 2019 appropriately
reflects incurred credit losses inherent in the loan and lease portfolio. However, there is no assurance
that the allowance is sufficient to cover such credit losses.

The Company may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other
relationships. The Company has exposure to many different industries and counterparties, and
routinely executes transactions with counterparties in the financial services industry, including
commercial banks, brokers and dealers, investment banks, and other institutional clients. Many of
these transactions expose the Company to credit risk in the event of a default by a counterparty or
client. In addition, the Company’s credit risk may be exacerbated when the collateral held by the
Company cannot be realized or is liquidated at prices not sufficient to recover the full amount of the
credit or derivative exposure due to the Company. Any resulting losses could have a material adverse
effect on the Company’s financial condition and results of operations.

Liquidity Risk
The Company must maintain adequate sources of funding and liquidity.

The Company must maintain adequate funding sources in the normal course of business to support its
operations and fund outstanding liabilities, as well as meet regulatory expectations. The Company
primarily relies on deposits to be a low cost and stable source of funding for the loans it makes and
the operations of its business. Core customer deposits, which include noninterest-bearing deposits,
interest-bearing transaction accounts, savings deposits and time deposits of $250,000 or less, have
historically provided the Company with a sizeable source of relatively stable and low-cost funds. In
addition to customer deposits, sources of liquidity include borrowings from third party banks,
securities dealers, various Federal Home Loan Banks and the Federal Reserve Bank of New York.
The Company’s liquidity and ability to fund and operate the business could be materially
adversely affected by a variety of conditions and factors, including financial and credit market
disruptions and volatility or a lack of market or customer confidence in financial markets in general,
which may result in a loss of customer deposits or outflows of cash or collateral and/or ability to
access capital markets on favorable terms. Negative news about the Company or the financial
services industry generally may reduce market or customer confidence in the Company, which could
in turn materially adversely affect the Company’s liquidity and funding. Such reputational damage
may result in the loss of customer deposits, the inability to sell or securitize loans or other assets, and
downgrades in one or more of the Company’s credit ratings, and may also negatively affect the
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Company’s ability to access the capital markets. A downgrade in the Company’s credit ratings,
which could result from general industry-wide or regulatory factors not solely related to the
Company, could adversely affect the Company’s ability to borrow funds, including by raising the
cost of borrowings substantially, and could cause creditors and business counterparties to raise
collateral requirements or take other actions that could adversely affect M&T’s ability to raise
capital. Many of the above conditions and factors may be caused by events over which M&T has
little or no control. There can be no assurance that significant disruption and volatility in the financial
markets will not occur in the future.

If the Company is unable to continue to fund assets through customer bank deposits or access
funding sources on favorable terms or if the Company suffers an increase in borrowing costs or
otherwise fails to manage liquidity effectively, the Company’s liquidity, operating margins, financial
condition and results of operations may be materially adversely affected.

M&T relies on dividends from its subsidiaries for its liquidity.

M&T is a separate and distinct legal entity from its subsidiaries. M&T typically receives
substantially all of its revenue from subsidiary dividends. These dividends are M&T’s principal
source of funds to pay dividends on common and preferred stock, pay interest and principal on its
debt, and fund purchases of its common stock. Various federal and/or state laws and regulations, as
well as regulatory expectations, limit the amount of dividends that M&T’s banking subsidiaries and
certain non-bank subsidiaries may pay. Regulatory scrutiny of capital levels at bank holding
companies and insured depository institution subsidiaries has increased in recent years and has
resulted in increased regulatory focus on all aspects of capital planning, including dividends and
other distributions to shareholders of banks, such as parent bank holding companies. See Item 1 —
Business, Distributions” for a discussion of regulatory and other restrictions on dividend
declarations. Also, M&T’s right to participate in a distribution of assets upon a subsidiary’s
liquidation or reorganization is subject to the prior claims of that subsidiary’s creditors. Limitations
on M&T’s ability to receive dividends from its subsidiaries could have a material adverse effect on
its liquidity and ability to pay dividends on its stock or interest and principal on its debt, and ability
to fund purchases of its common stock.

Strategic Risk

The financial services industry is highly competitive and creates competitive pressures that could
adversely affect the Company’s revenue and profitability.

The financial services industry in which the Company operates is highly competitive. The Company
competes not only with commercial and other banks and thrifts, but also with insurance companies,
mutual funds, hedge funds, securities brokerage firms and other companies offering financial
services in the U.S., globally and over the Internet. Some of the Company’s non-bank competitors
are not subject to the same extensive regulations the Company is, and may have greater flexibility in
competing for business. In particular, the activity and prominence of so-called marketplace lenders
and other technological financial services companies has grown significantly in recent years and is
expected to continue growing. The Company competes on the basis of several factors, including
capital, access to capital, revenue generation, products, services, transaction execution, innovation,
reputation and price. Over time, certain sectors of the financial services industry have become more
concentrated, as institutions involved in a broad range of financial services have been acquired by or
merged into other firms. These developments could result in the Company’s competitors gaining
greater capital and other resources, such as a broader range of products and services and geographic
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diversity. The Company may experience pricing pressures as a result of these factors and as some of
its competitors seek to increase market share by reducing prices or paying higher rates of interest on
deposits.

Finally, technological change is influencing how individuals and firms conduct their financial
affairs and is changing the delivery channels for financial services. Financial technology providers,
who invest substantial resources in developing and designing new technology (in particular digital
and mobile technology), are beginning to offer more traditional banking products (either directly or
through bank partnerships) and may in the future be able to provide additional services by obtaining
a bank-like charter, such as the OCC’s fintech charter. As a result, the Company may have to contend
with a broader range of competitors including many that are not located within the geographic
footprint of its banking office network. Further, along with other participants in the financial services
industry, the Company frequently attempts to introduce new technology-driven products and services
that are aimed at allowing the Company to better serve customers and to reduce costs. The Company
may not be able to effectively implement new technology-driven products and services that allow it
to remain competitive or be successful in marketing these products and services to its customers.

Difficulties in combining the operations of acquired entities with the Company’s own operations may
prevent M&T from achieving the expected benefits from its acquisitions.

M&T has expanded its business through past acquisitions and may do so in the future. Inherent
uncertainties exist when integrating the operations of an acquired entity. Acquiring other entities
involves potential risks that could have a material adverse impact on the Company’s business,
financial condition and results of operations, including:

e Inability to fully achieve the Company’s strategic objectives and planned operating
efficiencies in an acquisition.

Issues arising during transition and integration.

Disruption of the Company’s business and diversion of management’s time and attention.

Exposure to unknown or contingent liabilities of acquired institutions.

Loss of key employees and customers of acquired institutions.

Dilution in the ownership percentage of holders of M&T common stock.

Payment of a premium over book and market values that may dilute the Company’s

tangible book value and earnings per common share in the short and long-term.

e Inability to realize the expected benefits of the acquisition due to lower financial results
pertaining to the acquired entity (for example, the Company could experience higher credit
losses, incur higher operating expenses or realize less revenue than originally anticipated
related to an acquired entity).

e  Changes in banking or tax laws or regulations that could impair or eliminate the expected
benefits of merger and acquisition activities.
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Operational Risk

The Company is subject to operational risk which could adversely affect the Company’s business and
reputation and create material legal and financial exposure.

Like all businesses, the Company is subject to operational risk, which represents the risk of loss
resulting from human error, inadequate or failed internal processes and systems, and external events.
Operational risk also encompasses reputational risk and compliance and legal risk, which is the risk
of loss from violations of, or noncompliance with, laws, rules, regulations, prescribed practices or
ethical standards, as well as the risk of noncompliance with contractual and other obligations. The
Company is also exposed to operational risk through outsourcing arrangements, and the effect that
changes in circumstances or capabilities of its outsourcing vendors can have on the Company’s
ability to continue to perform operational functions necessary to its business. Although the Company
seeks to mitigate operational risk through a system of internal controls that are reviewed and updated,
no system of controls, however well designed and maintained, is infallible. Control weaknesses or
failures or other operational risks could result in charges, increased operational costs, harm to the
Company’s reputation or foregone business opportunities.

M&T could suffer if it fails to attract and retain skilled personnel.

M&T’s success depends, in large part, on its ability to attract and retain key individuals and to have a
diverse workforce. Competition for qualified and diverse candidates in the activities in which the
Company engages and markets that the Company serves is significant, and the Company may not be
able to hire candidates and retain them. Growth in the Company’s business, including through
acquisitions, may increase its need for additional qualified personnel. The Company is increasingly
competing for personnel with financial technology providers and other less regulated entities who
may not have the same limitations on compensation as the Company does. If the Company is not able
to hire or retain highly skilled and qualified individuals, it may be unable to execute its business
strategies and may suffer adverse consequences to its business, financial condition and results of
operations.

The Company’s compensation practices are subject to review and oversight by the Federal
Reserve, the OCC, the FDIC and other regulators. The federal banking agencies have issued joint
guidance on executive compensation designed to help ensure that a banking organization’s incentive
compensation policies do not encourage imprudent risk taking and are consistent with the safety and
soundness of the organization. In addition, the Dodd-Frank Act required those agencies, along with
the SEC, to adopt rules to require reporting of incentive compensation and to prohibit certain
compensation arrangements. If as a result of complying with such rules the Company is unable to
attract and retain qualified employees, or do so at rates necessary to maintain its competitive position,
or if the compensation costs required to attract and retain employees become more significant, the
Company’s performance, including its competitive position, could be materially adversely affected.

The Company’s information systems may experience interruptions or breaches in security.

The Company relies heavily on communications and information systems, including those of third-
party service providers, to conduct its business. Any failure, interruption or breach in security of
these systems could result in disruptions to its accounting, deposit, loan and other systems, and
adversely affect the Company’s customer relationships. While the Company has policies and
procedures designed to prevent or limit the effect of these possible events, there can be no assurance
that any such failure, interruption or security breach will not occur or, if any does occur, that it can be
sufficiently or timely remediated.
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Information security risks for large financial institutions such as M&T have increased
significantly in recent years in part because of the proliferation of new technologies, such as Internet
and mobile banking to conduct financial transactions, and the increased sophistication and activities
of organized crime, hackers, terrorists, nation-states, activists and other external parties. There have
been increasing efforts on the part of third parties, including through cyber attacks, to breach data
security at financial institutions or with respect to financial transactions. There have been several
instances involving financial services and consumer-based companies reporting unauthorized access
to and disclosure of client or customer information or the destruction or theft of corporate data,
including by executive impersonation and third party vendors. There have also been several highly
publicized cases where hackers have requested “ransom” payments in exchange for not disclosing
customer information.

As cyber threats continue to evolve, the Company may be required to expend significant
additional resources to continue to modify or enhance its layers of defense or to investigate and
remediate any information security vulnerabilities. The techniques used by cyber criminals change
frequently, may not be recognized until launched and can be initiated by a variety of actors, including
terrorist organizations and hostile foreign governments. These techniques may include attempts to
fraudulently induce employees, customers or others to disclose sensitive information in order to gain
access to data or systems. These risks may increase as the use of mobile payment and other Internet-
based applications expands.

Further, third parties with which the Company does business, as well as vendors and other third
parties with which the Company’s customers do business, can also be sources of information security
risk to the Company, particularly where activities of customers are beyond the Company’s security
and control systems, such as through the use of the Internet, personal computers, tablets, smart
phones and other mobile services. Security breaches affecting the Company’s customers, or systems
breakdowns or failures, security breaches or employee misconduct affecting such other third parties,
may require the Company to take steps to protect the integrity of its own systems or to safeguard
confidential information of the Company or its customers, thereby increasing the Company’s
operational costs and adversely affecting its business.

The occurrence of any failure, interruption or security breach of the Company’s systems or
those of third-party service providers (or, in turn, providers to such third-party providers),
particularly if widespread or resulting in financial losses to customers, could damage the Company’s
reputation, result in a loss of customer business, subject the Company to additional regulatory
scrutiny and potential sanctions, or expose it to civil litigation and financial liability.

The Company is also subject to laws and regulations relating to the privacy of the information
of clients, employees or others, and any failure to comply with these laws and regulations could
expose the Company to liability and/or reputational damage. As new privacy-related laws and
regulations, such as the cybersecurity regulation of the NYSDFS, are implemented, the time and
resources needed for the Company to comply with such laws and regulations, as well as its potential
liability for non-compliance and reporting obligations in the case of data breaches, may significantly
increase. In addition, the Company is increasingly subject to laws and regulations relating to privacy,
surveillance, encryption and data use in the jurisdictions in which it operates. Compliance with these
laws and regulations may require changes to policies, procedures and technology for information
security and segregation of data, which could, among other things, make the Company more
vulnerable to operational failures, and to monetary penalties for breach of such laws and regulations.

M&T relies on other companies to provide key components of the Company’s business
infrastructure.

Third parties provide key components of the Company’s business infrastructure such as banking
services, processing, and Internet connections and network access. Any disruption in such services
provided by these third parties or any failure of these third parties to handle current or higher
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volumes of use could adversely affect the Company’s ability to deliver products and services to
clients and otherwise to conduct business. Technological or financial difficulties of a third party
service provider could adversely affect the Company’s business to the extent those difficulties result
in the interruption or discontinuation of services provided by that party. The Company may not be
insured against all types of losses as a result of third party failures and insurance coverage may be
inadequate to cover all losses resulting from system failures or other disruptions. Failures in the
Company’s business infrastructure could interrupt the operations or increase the costs of doing
business.

Additionally, the Company is exposed to the risk that a service disruption at a common service
provider to our third-party service providers could impede their ability to provide services to the
Company. Notwithstanding any attempts to diversify its reliance on third parties, the Company may
not be able to effectively mitigate operational risks relating to its vendors’ use of common service
providers.

The Company is or may become involved from time to time in suits, legal proceedings, information-
gathering requests, investigations and proceedings by governmental and self-regulatory agencies
that may lead to adverse consequences.

Many aspects of the Company’s business and operations involve substantial risk of legal liability.
M&T and/or its subsidiaries have been named or threatened to be named as defendants in various
lawsuits arising from its or its subsidiaries’ business activities (and in some cases from the activities
of companies M&T has acquired). In addition, from time to time, M&T is, or may become, the
subject of governmental and self-regulatory agency information-gathering requests, reviews,
investigations and proceedings and other forms of regulatory inquiry, including by bank and other
regulatory agencies, the SEC and law enforcement authorities. The SEC has announced a policy of
seeking admissions of liability in certain settled cases, which could adversely impact the defense of
private litigation. M&T is also at risk when it has agreed to indemnify others for losses related to
legal proceedings, including for litigation and governmental investigations and inquiries, such as in
connection with the purchase or sale of a business or assets. The results of such proceedings could
lead to significant civil or criminal penalties, including monetary penalties, damages, adverse
judgments, settlements, fines, injunctions, restrictions on the way in which the Company conducts its
business, or reputational harm.

Although the Company establishes accruals for legal proceedings when information related to
the loss contingencies represented by those matters indicates both that a loss is probable and that the
amount of loss can be reasonably estimated, the Company does not have accruals for all legal
proceedings where it faces a risk of loss. In addition, due to the inherent subjectivity of the
assessments and unpredictability of the outcome of legal proceedings, amounts accrued may not
represent the ultimate loss to the Company from the legal proceedings in question. Thus, the
Company’s ultimate losses may be higher, and possibly significantly so, than the amounts accrued
for legal loss contingencies, which could adversely affect the Company’s financial condition and
results of operations.

Business Risk

Changes in accounting standards could impact the Company’s financial condition and results of
operations.

The accounting standard setters, including the Financial Accounting Standards Board (“FASB”), the
SEC and other regulatory bodies, periodically change the financial accounting and reporting

37



standards that govern the preparation of the Company’s consolidated financial statements. These
changes can be difficult to predict and can materially impact how the Company records and reports
its financial condition and results of operations. For example, Accounting Standards Update 2016-13,
Measurement of Credit Losses on Financial Instruments, became effective January 1, 2020, and
substantially changes the accounting for credit losses on loans and other financial assets. The
adoption of the standard has resulted in an increase in the allowance for credit losses of
approximately $132 million. In some cases, the Company could be required to apply a new or revised
standard retroactively, which would result in the restating of the Company’s prior period financial
statements. Information about recently adopted and not as yet adopted accounting standards is
included in note 26 of Notes to Financial Statements included in Part II, Item 8 — Financial
Statements and Supplemental Data of this Form 10-K.

The Company’s reported financial condition and results of operations depend on management’s
selection of accounting methods and require management to make estimates about matters that are
uncertain.

Accounting policies and processes are fundamental to the Company’s reported financial condition
and results of operations. Some of these policies require use of estimates and assumptions that may
affect the reported amounts of assets or liabilities and financial results. Several of M&T’s accounting
policies are critical because they require management to make difficult, subjective and complex
judgments about matters that are inherently uncertain and because it is likely that materially different
amounts would be reported under different conditions or using different assumptions. Pursuant to
generally accepted accounting principles, management is required to make certain assumptions and
estimates in preparing the Company’s financial statements. If assumptions or estimates underlying
the Company’s financial statements are incorrect, the Company may experience material losses.

Management has identified certain accounting policies as being critical because they require
management’s judgment to ascertain the valuations of assets, liabilities, commitments and
contingencies. A variety of factors could affect the ultimate value that is obtained either when
earning income, recognizing an expense, recovering an asset, valuing an asset or liability, or
recognizing or reducing a liability. M&T has established detailed policies and control procedures that
are intended to ensure these critical accounting estimates and judgments are well controlled and
applied consistently. In addition, the policies and procedures are intended to ensure that the process
for changing methodologies occurs in an appropriate manner. Because of the uncertainty surrounding
judgments and the estimates pertaining to these matters, M&T could be required to adjust accounting
policies or restate prior period financial statements if those judgments and estimates prove to be
incorrect. For additional information, see Part II, Item 7 — Management’s Discussion and Analysis
of Financial Condition and Results of Operations, “Critical Accounting Estimates” and Note 1,
“Significant Accounting Policies,” of Notes to Financial Statements in Part II, Item 8.

The Company’s models used for business planning purposes could perform poorly or provide
inadequate information.

The Company uses quantitative models to assist in measuring risks and estimating or predicting
certain financial values. The models used may not accurately account for all variables and may fail to
predict outcomes accurately and/or may overstate or understate certain effects. Poorly designed,
implemented, or managed models present the risk that the Company’s business decisions that
consider information based on such models will be adversely affected due to inadequate or inaccurate
information, which may damage the Company’s reputation and adversely affect its reported financial
condition and results of operations. As a result, the Company may not adequately prepare for future
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events and may suffer losses due to these failures. Also, information the Company provides to the
public or to its regulators based on poorly designed, implemented, or managed models could be
inaccurate or misleading. Decisions that regulators make, including those related to capital
distributions to stockholders, could be affected adversely due to the perception that the quality of the
models used to generate the relevant information is insufficient.

The Company is exposed to reputational risk.

A negative public opinion of the Company and its business can result from any number of activities,
including the Company’s lending practices, corporate governance and regulatory compliance,
acquisitions and actions taken by regulators or by community organizations in response to these
activities. Significant harm to the Company’s reputation could also arise as a result of regulatory or
governmental actions, litigation, employee misconduct or the activities of customers, other
participants in the financial services industry or the Company’s contractual counterparties, such as
service providers and vendors. In particular, a cyber security event impacting the Company’s or its
customers’ data could have a negative impact on the Company’s reputation and customer confidence
in the Company and its cyber security. Damage to the Company’s reputation could also adversely
affect its credit ratings and access to the capital markets.

Additionally, whereas negative public opinion once was primarily driven by adverse news
coverage in traditional media, the increased use of social media platforms facilitates the rapid
dissemination of information or misinformation, which magnifies the potential harm to the
Company’s reputation.

Severe weather, natural disasters, acts of war or terrorism and other external events could
significantly impact the Company’s business.

Severe weather, natural disasters, acts of war or terrorism and other adverse external events could
have a significant impact on the Company’s ability to conduct business. Such events could affect the
stability of the Company’s deposit base, impair the ability of borrowers to repay outstanding loans,
impair the value of collateral securing loans, cause significant property damage, result in loss of
revenue and/or cause the Company to incur additional expenses. Although the Company has
established disaster recovery plans and procedures, and monitors for significant environmental
effects on its properties or its investments, the occurrence of any such event could have a material
adverse effect on the Company.

Discussions of the specific risks outlined above and other risks facing the Company are
included within this Annual Report on Form 10-K in Part I, Item 1 “Business,” and Part II, Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
Furthermore, in Part II, Item 7 under the heading “Forward-Looking Statements” is included a
description of certain risks, uncertainties and assumptions identified by management that are difficult
to predict and that could materially affect the Company’s financial condition and results of
operations, as well as the value of the Company’s financial instruments in general, and M&T
common stock, in particular.

In addition, the market price of M&T common stock may fluctuate significantly in response to a
number of other factors, including changes in securities analysts’ estimates of financial performance,
volatility of stock market prices and volumes, rumors or erroneous information, changes in market
valuations of similar companies and changes in accounting policies or procedures as may be required
by the FASB or other regulatory agencies.
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Item 1B. Unresolved Staff Comments.

None.

Item 2.  Properties.

Both M&T and M&T Bank maintain their executive offices at One M&T Plaza in Buffalo, New
York. This twenty-one story headquarters building, containing approximately 300,000 rentable
square feet of space, is owned in fee by M&T Bank and was completed in 1967. M&T, M&T Bank
and their subsidiaries occupy approximately 98% of the building and the remainder is leased to non-
affiliated tenants. At December 31, 2019, the cost of this property (including improvements
subsequent to the initial construction), net of accumulated depreciation, was $11.0 million.

M&T Bank owns and occupies an additional facility in Buffalo, New York (known as M&T
Center) with approximately 395,000 rentable square feet of space. At December 31, 2019, the cost
of this building (including improvements subsequent to acquisition), net of accumulated depreciation,
was $14.0 million.

M&T Bank also owns and occupies three separate facilities in the Buffalo area which support
certain back-office and operations functions of the Company. The total square footage of these
facilities approximates 290,000 square feet and their combined cost (including improvements
subsequent to acquisition), net of accumulated depreciation, was $27.3 million at December 31,
2019.

M&T Bank owns a facility in Syracuse, New York with approximately 160,000 rentable square
feet of space. Approximately 39% of that facility is occupied by M&T Bank. At December 31, 2019,
the cost of that building (including improvements subsequent to acquisition), net of accumulated
depreciation, was less than $1 million. In January 2020, M&T Bank agreed to sell this facility with
an expected closing date in the second quarter of 2020.

M&T Bank owns facilities in Wilmington, Delaware, with approximately 340,000 (known as
Wilmington Center) and 295,000 (known as Wilmington Plaza) rentable square feet of space,
respectively. M&T Bank occupies approximately 88% of Wilmington Center and 8% of Wilmington
Plaza. At December 31, 2019, the cost of these buildings (including improvements subsequent to
acquisition), net of accumulated depreciation, was $39.7 million and $12.3 million, respectively.

M&T Bank also owns facilities in Harrisburg, Pennsylvania and Millsboro, Delaware with
approximately 220,000 and 325,000 rentable square feet of space, respectively. M&T Bank occupies
approximately 29% and 95% of those facilities, respectively. At December 31, 2019, the cost of
those buildings (including improvements subsequent to acquisition), net of accumulated depreciation,
was $9.0 million and $11.8 million, respectively.

No other properties owned by M&T Bank have more than 100,000 square feet of space. The
cost and accumulated depreciation and amortization of the Company’s premises and equipment is
detailed in note 5 of Notes to Financial Statements filed herewith in Part II, Item 8, “Financial
Statements and Supplementary Data.”

Of the 733 domestic banking offices of M&T’s subsidiary banks at December 31, 2019, 289 are
owned in fee and 444 are leased.
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Item 3. Legal Proceedings.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings and other matters in which claims for monetary damages are asserted.
On an on-going basis management, after consultation with legal counsel, assesses the Company’s
liabilities and contingencies in connection with such proceedings. For those matters where it is
probable that the Company will incur losses and the amounts of the losses can be reasonably
estimated, the Company records an expense and corresponding liability in its consolidated financial
statements. To the extent the pending or threatened litigation could result in exposure in excess of
that liability, the amount of such excess is not currently estimable. Although not considered probable,
the range of reasonably possible losses for such matters in the aggregate, beyond the existing
recorded liability, was between $0 and $50 million. Although the Company does not believe that the
outcome of pending litigations will be material to the Company’s consolidated financial position, it
cannot rule out the possibility that such outcomes will be material to the consolidated results of
operations for a particular reporting period in the future.

ESOP Matters: Wilmington Trust, N.A. provides retirement services, including serving in certain
trustee roles relating to Employee Stock Ownership Plans (“ESOPs”). Beginning in 2010, the U.S.
Department of Labor (“DOL”) announced that it would increase its focus on ESOP transactions,
particularly with regard to valuation issues relating to ESOP transactions. Beginning in late 2013,
Wilmington Trust, N.A. began receiving requests for information and subpoenas relating to certain
ESOP transactions for which it acted as trustee. In June 2016, Wilmington Trust, N.A. received a
DOL subpoena seeking information on its global ESOP trustee business. In addition to these
investigations, the DOL has commenced three lawsuits against Wilmington Trust, N.A. relating to its
role as trustee of three ESOP transactions. In July 2019, Wilmington Trust, N.A. reached a settlement
in principle with the DOL to resolve certain pending DOL ESOP matters. Although a formal
settlement agreement has yet to be finalized and executed, the Company does not expect that the
agreed-upon settlement will have a material incremental impact on the Company’s consolidated
financial position or results of operations. Wilmington Trust, N.A. is also currently a defendant in
five pending private party lawsuits relating to its role as trustee for five ESOP transactions. Under
applicable transaction documents, Wilmington Trust, N.A. may be entitled to indemnification by the
ESOP plan sponsors. These matters could result in damages, settlements, penalties, restitution,
reputational damage or additional costs and expenses.

Due to their complex nature, it is difficult to estimate when litigation and investigatory matters
such as these may be resolved. As set forth in the introductory paragraph to this Item 3 — Legal
Proceedings, losses from current litigation and regulatory matters which the Company is subject to
that are not currently considered probable are within a range of reasonably possible losses for such
matters in the aggregate, beyond the existing recorded liability, and are included in the range of
reasonably possible losses set forth above.

Item 4. Mine Safety Disclosures.
Not applicable.
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Executive Officers of the Registrant

Information concerning M&T’s executive officers is presented below as of February 19, 2020. The
year the officer was first appointed to the indicated position with M&T or its subsidiaries is shown
parenthetically. In the case of each entity noted below, officers’ terms run until the first meeting of
the board of directors after such entity’s annual meeting, which in the case of M&T takes place
immediately following the Annual Meeting of Shareholders, and until their successors are elected
and qualified.

René F. Jones, age 55, is chief executive officer, chairman of the board and a director of M&T
and M&T Bank (2017). Previously, he was an executive vice president (2006) of M&T and a vice
chairman (2014) of M&T Bank with responsibility for the Company’s Wealth and Institutional
Services Division, Treasury Division, and Mortgage and Consumer Lending Divisions. Mr. Jones is
chairman of the board and a director (2014) of Wilmington Trust Investment Advisors, and is a
director (2007) of M&T Insurance Agency. Mr. Jones is chairman of the board and a director (2014)
of Wilmington Trust Company. Previously, Mr. Jones served as chief financial officer (2005) of
M&T, M&T Bank and Wilmington Trust, N.A. and had held a number of management positions
within M&T Bank’s Finance Division since 1992.

Richard S. Gold, age 59, is president, chief operating officer and a director of M&T and M&T
Bank (2017). Mr. Gold oversees the Consumer Banking, Business Banking, Legal, Human
Resources and Enterprise Transformation Divisions. Previously, he was an executive vice president
(2006) and chief risk officer (2014) of M&T and was a vice chairman and chief risk officer (2014) of
M&T Bank. Mr. Gold had been responsible for overseeing the Company’s governance and strategy
for risk management, as well as relationships with key regulators and supervisory agencies. He
served as a senior vice president of M&T Bank from 2000 to 2006 and has held a number of
management positions since he began his career with M&T Bank in 1989. Mr. Gold is chairman,
president and chief executive officer (2018) and a director (2017) of Wilmington Trust, N.A.

Kevin J. Pearson, age 58, is a vice chairman (2020) and a director (2018) of M&T and is a vice
chairman (2014) and a director (2018) of M&T Bank. He is a member of the Directors Advisory
Council (2006) of the New York City/Long Island Division of M&T Bank. Mr. Pearson has
oversight of the Commercial Banking, Credit, Technology and Banking Operations, and Wealth and
Institutional Services Divisions. Previously, Mr. Pearson served as an executive vice president of
M&T and M&T Bank, and has held a number of management positions since he began his career
with M&T Bank in 1989. He is chairman of the board and a director (2018) of Wilmington Trust
Company, an executive vice president and a director of Wilmington Trust, N.A. (2014), and a
director (2018) of Wilmington Trust Investment Advisors.

Robert J. Bojdak, age 64, is an executive vice president and chief credit officer (2004) of M&T
and M&T Bank, and is responsible for the Company’s Credit Division, including the Credit Risk
Management Division. From April 2002 to April 2004, Mr. Bojdak served as senior vice president
and credit deputy for M&T Bank. He is an executive vice president and a director (2004) of
Wilmington Trust, N.A.

Janet M. Coletti, age 56, is an executive vice president (2015) of M&T and M&T Bank,
overseeing the Company’s Human Resources Division. Ms. Coletti previously served as senior vice
president of M&T Bank, most recently responsible for the Business Banking Division, and has held a
number of management positions within M&T Bank since 1985.
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John L. D’ Angelo, age 57, is an executive vice president and chief risk officer (2017) of M&T
and M&T Bank. Mr. D’ Angelo is responsible for overseeing the Company’s governance and
strategy for risk management, as well as relationships with key regulators and supervisory agencies.
Mr. D’ Angelo is an executive vice president and chief risk officer (2018) of Wilmington Trust, N.A.
and an executive vice president and a director (2017) of Wilmington Trust Company. He served as a
senior vice president and general auditor of M&T Bank from 2005 to 2017 and has held a number of
positions since he began his career with M&T Bank in 1987.

William J. Farrell II, age 62, is an executive vice president (2011) of M&T and M&T Bank, and
is responsible for managing administrative and business development functions of the Company’s
Wealth and Institutional Services Division, which includes Institutional Client Services and M&T
Insurance Agency. Mr. Farrell joined M&T through the Wilmington Trust Corporation acquisition.
He joined Wilmington Trust Corporation in 1976, and held a number of senior management
positions, most recently as executive vice president and head of the Corporate Client Services
business. Mr. Farrell is president, chief executive officer and a director (2012) of Wilmington Trust
Company, an executive vice president and a director (2013) of Wilmington Trust, N.A. and a director
(2016) of Wilmington Trust Investment Advisors.

Christopher E. Kay, age 54, is an executive vice president (2018) of M&T and M&T Bank, and
is responsible for all aspects of Consumer Banking, including the Mortgage, Consumer Lending and
Retail businesses, and Business Banking and Marketing. Prior to joining M&T in 2018, Mr. Kay
served as chief innovation officer at Humana from 2014 to 2018 and as managing director of Citi
Ventures from 2007 to 2013.

Darren J. King, age 50, is an executive vice president (2010) and chief financial officer (2016)
of M&T and executive vice president (2009) and chief financial officer (2016) of M&T Bank. Mr.
King has responsibility for the overall financial management of the Company and oversees the
Finance and Treasury Divisions. Prior to his current role, Mr. King was the Retail Banking executive
with responsibility for overseeing Business Banking, Consumer Deposits, Consumer Lending and
M&T Bank’s Marketing and Communications team. Mr. King previously served as senior vice
president of M&T Bank and has held a number of management positions within M&T Bank since
2000. Mr. King is an executive vice president (2009) and chief financial officer (2016) of
Wilmington Trust, N.A. and a director of M&T Insurance Agency (2018).

Gino A. Martocci, age 54, is an executive vice president (2014) of M&T and M&T Bank, and is
responsible for managing M&T Bank’s commercial banking lines of business. Mr. Martocci is
responsible for directing strategic growth and business line development activities across the
Company’s footprint for commercial customers. Previously, Mr. Martocci co-managed the Bank’s
commercial banking lines of business. He is also responsible for M&T Realty Capital. Mr. Martocci
was a senior vice president of M&T Bank from 2002 to 2013, serving in a number of management
positions. He is chairman of the board (2018) and a director (2009) of M&T Realty Capital, and a
member of the New York City Mortgage Investment Committee. Mr. Martocci is also a member of
the Directors Advisory Council of the New York City/Long Island (2013) and the New Jersey (2015)
Divisions of M&T Bank.
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Doris P. Meister, age 64, is an executive vice president (2016) of M&T and M&T Bank, and is
responsible for overseeing the Company’s wealth management business, including Wilmington Trust
Wealth Management, M&T Securities and Wilmington Trust Investment Advisors. Ms. Meister is an
executive vice president and a director (2016) of Wilmington Trust, N.A., an executive vice president
and director of Wilmington Trust Company (2016) and chairman of the board, chief executive officer
and a director (2017) of Wilmington Trust Investment Advisors. Prior to joining M&T in 2016, Ms.
Meister served as President of U.S. Markets for BNY Mellon Wealth Management from 2009 to
2016 and prior to that was a Managing Director of the New York office of Bernstein Global Wealth
Management.

Michael J. Todaro, age 58, is an executive vice president (2015) of M&T and M&T Bank, and
is responsible for Enterprise Transformation, a division of the Company dedicated to improving
business processes, removing impediments to progress and evaluating/integrating external
opportunities. Previously, Mr. Todaro was responsible for the Mortgage, Consumer Lending and
Customer Asset Management Divisions. Mr. Todaro previously served as senior vice president of
M&T Bank and has held a number of management positions within M&T Bank’s Mortgage Division
since 1995. He is an executive vice president (2015) of Wilmington Trust, N.A.

Michele D. Trolli, age 58, is an executive vice president (2005) and chief technology and
operations officer (2018) of M&T and M&T Bank. Previously, she was chief information officer
(2005) of M&T and M&T Bank. Ms. Trolli leads a wide range of the Company’s Technology and
Banking Operations, which includes banking services, corporate services, digital and telephone
banking, the enterprise data office, enterprise and cyber security, and enterprise technology.

D. Scott N. Warman, age 54, is an executive vice president (2009) and treasurer (2008) of M&T
and M&T Bank. He is responsible for managing the Company’s Treasury Division, including
asset/liability management, funding, investment and derivative portfolio management, capital
markets foreign exchange trading and sales. Mr. Warman previously served as senior vice president
of M&T Bank and has held a number of management positions within M&T Bank since 1995. He is
an executive vice president and treasurer of Wilmington Trust, N.A. (2008) and is an executive vice
president and treasurer of Wilmington Trust Company (2012).
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PART I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

M&T’s common stock is traded under the symbol MTB on the New York Stock Exchange. See
cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K for
market prices of M&T’s common stock, approximate number of common shareholders at year-end,
frequency and amounts of dividends on common stock and restrictions on the payment of dividends.

During the fourth quarter of 2019, M&T did not issue any shares of its common stock that were
not registered under the Securities Act of 1933.

Equity Compensation Plan Information

The following table provides information as of December 31, 2019 with respect to shares of common
stock that may be issued under M&T’s existing equity compensation plans. M&T’s existing equity
compensation plans include the M&T Bank Corporation 2019 Equity Incentive Compensation Plan,
which has been previously approved by shareholders, and the M&T Bank Corporation 2008
Directors’ Stock Plan and the M&T Bank Corporation Deferred Bonus Plan, each of which did not
require shareholder approval.

The table does not include information with respect to shares of common stock subject to
outstanding options and rights assumed by M&T in connection with mergers and acquisitions of the
companies that originally granted those options and rights. Footnote (1) to the table sets forth the
total number of shares of common stock issuable upon the exercise of such assumed options and
rights as of December 31, 2019, and their weighted-average exercise price.

Number of Securities

Number of Remaining Available
Securities for Future Issuance
to be Issued Upon Weighted-Average Under Equity
Exercise of Exercise Price of Compensation Plans
Outstanding Outstanding (Excluding Securities
Plan Category Options or Rights Options or Rights Reflected in Column A)
(A) B) ©
Equity compensation plans approved
by security holders..........cceeveeriieneennenne. 280,740 $ 174.37 3,742,478
Equity compensation plans not approved
by security holders........cocceeveeriieniennennne. 19,426 88.70 14,470
Total...cooveeieiiiiieiceee e 300,166 $ 168.83 3,756,948

(1) As of December 31, 2019, a total of 29,755 shares of M&T common stock were issuable upon exercise of
outstanding options or rights assumed by M&T in connection with merger and acquisition transactions. The
weighted-average exercise price of those outstanding options or rights is $112.79 per common share.

Equity compensation plans adopted without the approval of shareholders are described below:

2008 Directors’ Stock Plan. M&T maintains a plan for non-employee members of the Board
of Directors of M&T and the members of its Directors Advisory Council, and the non-employee
members of the Board of Directors of M&T Bank, which allows such directors and advisory
directors to receive all or a portion of their directorial compensation in shares of M&T common
stock.
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Deferred Bonus Plan. M&T maintains a deferred bonus plan which was frozen effective
January 1, 2010 and did not allow any additional deferrals after that date. Prior to January 1, 2010,
the plan allowed eligible officers of M&T and its subsidiaries to elect to defer all or a portion of their
annual incentive compensation awards and allocate such awards to several investment options,
including M&T common stock. At the time of the deferral election, participants also elected the
timing of distributions from the plan. Such distributions are payable in cash, with the exception of
balances allocated to M&T common stock which are distributable in the form of shares of common
stock.

Performance Graph

The following graph contains a comparison of the cumulative shareholder return on M&T common
stock against the cumulative total returns of the KBW Nasdaq Bank Index, compiled by Keefe,
Bruyette & Woods, Inc., and the S&P 500 Index, compiled by Standard & Poor’s Corporation, for
the five-year period beginning on December 31, 2014 and ending on December 31, 2019. The KBW
Nasdaq Bank Index is a modified market capitalization weighted index consisting of 24 banking
stocks representing leading large U.S. national money centers, regional banks and thrift institutions.

Comparison of Five-Year Cumulative Return*

$250
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$150 m —sq;ZEEEfféiiﬁi____
100 5 %
$50
$0
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+11— M&T Bank Corporation —x— KBW Nasdaq Bank Index —O— S&P 500 Index

Shareholder Value at Year End*

2014 2015 2016 2017 2018 2019
M&T Bank Corporation............ccuueeen....... 100 99 130 145 124 151
KBW Nasdaq Bank Index.........ccccauu.e.en. 100 101 129 153 126 172
S&P 500 INdeX ..oveeererieieiieieeiereeevenee 100 101 114 138 132 174

* Assumes a $100 investment on December 31, 2014 and reinvestment of all dividends.

In accordance with and to the extent permitted by applicable law or regulation, the information
set forth above under the heading “Performance Graph” shall not be incorporated by reference into
any future filing under the Securities Act of 1933, as amended (the “Securities Act”), or the
Exchange Act and shall not be deemed to be ““soliciting material” or to be “filed” with the SEC under
the Securities Act or the Exchange Act.
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Issuer Purchases of Equity Securities
On July 17, 2019 M&T’s Board of Directors authorized a new stock repurchase program to
repurchase up to $1.635 billion of common shares, including the remaining shares not purchased
related to M&T’s 2018 revised capital plan. In total, M&T repurchased 8,257,000 common shares for
$1.35 billion during 2019.

During the fourth quarter of 2019, M&T purchased shares of its common stock as follows:

Issuer Purchases of Equity Securities

(d)Maximum
(¢)Total Number (or
Number of Approximate
Shares Dollar Value)
(or Units) of Shares
Purchased (or Units)
(a)Total as Part of that may yet
Number (b)Average Publicly be Purchased
of Shares Price Paid Announced Under the
(or Units) per Share Plans or Plans or
Period Purchased (1) (or Unit) Programs Programs (2)
October 1 - October 31, 2019 .......ccooeviieeiiiieieeeiieens 300,009 $ 155.48 300,000 $1,288,394,396
November 1 - November 30, 2019 .........ccoeeevveeennenn. 604,000 164.16 604,000 1,189,240,478
December 1 - December 31, 2019........cccoveeenveeennennnn. 820,081 166.36 820,000 1,052,827,270

Total...oeiieicc 1,724,090 $ 163.70 1,724,000

(1) The total number of shares purchased during the periods indicated includes shares purchased
as part of publicly announced programs and shares deemed to have been received from
employees who exercised stock options by attesting to previously acquired common shares in
satisfaction of the exercise price or shares received from employees upon the vesting of
restricted stock awards in satisfaction of applicable tax withholding obligations, as is permitted
under M&T'’s stock-based compensation plans.

(2) OnJuly 17, 2019 M&T’s Board of Directors authorized a new stock repurchase program to
repurchase up to $1.635 billion of common shares, including the remaining shares not
purchased related to M&T’s 2018 revised capital plan.

Item 6. Selected Financial Data.

See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Corporate Profile

M&T Bank Corporation (“M&T”) is a bank holding company headquartered in Buffalo, New York
with consolidated assets of $119.9 billion at December 31, 2019. The consolidated financial
information presented herein reflects M&T and all of its subsidiaries, which are referred to
collectively as “the Company.” M&T’s wholly owned bank subsidiaries are Manufacturers and
Traders Trust Company (“M&T Bank™) and Wilmington Trust, National Association (“Wilmington
Trust, N.A.”).

M&T Bank, with total assets of $119.4 billion at December 31, 2019, is a New York-chartered
commercial bank with 731 domestic banking offices in New York State, Maryland, New Jersey,
Pennsylvania, Delaware, Connecticut, Virginia, West Virginia and the District of Columbia, a full-
service commercial banking office in Ontario, Canada, and an office in the Cayman Islands. M&T
Bank and its subsidiaries offer a broad range of financial services to a diverse base of consumers,
businesses, professional clients, governmental entities and financial institutions located in their
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markets. Lending is largely focused on consumers residing in the states noted above and on small and
medium-size businesses based in those areas, although loans are originated through offices in other
states and in Ontario, Canada. Certain lending activities are also conducted in other states through
various subsidiaries. Trust and other fiduciary services are offered by M&T Bank and through its
wholly owned subsidiary, Wilmington Trust Company. Other subsidiaries of M&T Bank include:
M&T Realty Capital Corporation, a multifamily commercial mortgage lender; M&T Securities, Inc.,
which provides brokerage, investment advisory and insurance services; Wilmington Trust Investment
Advisors, Inc., which serves as an investment advisor to the Wilmington Funds, a family of
proprietary mutual funds, and other funds and institutional clients; and M&T Insurance Agency, Inc.,
an insurance agency.

Wilmington Trust, N.A. is a national bank with total assets of $4.7 billion at December 31,
2019. Wilmington Trust, N.A. and its subsidiaries offer various trust and wealth management
services.

Critical Accounting Estimates

The Company’s significant accounting policies conform with generally accepted accounting
principles (“GAAP”) and are described in note 1 of Notes to Financial Statements. In applying those
accounting policies, management of the Company is required to exercise judgment in determining
many of the methodologies, assumptions and estimates to be utilized. Certain of the critical
accounting estimates are more dependent on such judgment and in some cases may contribute to
volatility in the Company’s reported financial performance should the assumptions and estimates
used change over time due to changes in circumstances. Some of the more significant areas in which
management of the Company applies critical assumptions and estimates include the following:

e Accounting for credit losses — The allowance for credit losses represents the amount that
in management’s judgment appropriately reflects credit losses inherent in the loan and
lease portfolio as of the balance sheet date. A provision for credit losses is recorded to
adjust the level of the allowance as deemed necessary by management. In estimating
losses inherent in the loan and lease portfolio, assumptions and judgment are applied to
measure amounts and timing of expected future cash flows, collateral values and other
factors used to determine the borrowers’ abilities to repay obligations. Historical loss
trends are also considered, as are economic conditions, industry trends, portfolio trends
and borrower-specific financial data. In accounting for loans acquired at a discount that is,
in part, attributable to credit quality and which were initially recorded at fair value with no
carry-over of an acquired entity’s previously established allowance for credit losses, the
cash flows expected at acquisition in excess of estimated fair value have been recognized
as interest income over the remaining lives of the loans. Subsequent decreases in the
expected cash flows required the Company to evaluate the need for additions to the
Company’s allowance for credit losses. Subsequent improvements in expected cash flows
resulted first in the recovery of any applicable allowance for credit losses and then in the
recognition of additional interest income over the remaining lives of the loans. Changes in
the circumstances considered when determining management’s estimates and assumptions
could have resulted in changes in those estimates and assumptions, which could have
resulted in adjustment of the allowance or, in the case of loans acquired at a discount,
increases in interest income. Effective January 1, 2020, the Company adopted amending
accounting guidance that impacts how the allowance for credit losses is determined. A
discussion of facts and circumstances considered by management in determining the
allowance for credit losses, as well as the new accounting guidance, is included herein
under the heading “Provision for Credit Losses” and in note 4 of Notes to Financial
Statements.
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Valuation methodologies — Management of the Company applies various valuation
methodologies to assets and liabilities which often involve a significant degree of
judgment, particularly when liquid markets do not exist for the particular items being
valued. Quoted market prices are referred to when estimating fair values for certain assets,
such as trading assets, most investment securities, and residential real estate loans held for
sale and related commitments. However, for those items for which an observable liquid
market does not exist, management utilizes significant estimates and assumptions to value
such items. Examples of these items include loans, deposits, borrowings, goodwill, core
deposit and other intangible assets, other assets and liabilities obtained or assumed in
business combinations, capitalized servicing assets, pension and other postretirement
benefit obligations, estimated residual values of property associated with leases, and
certain derivative and other financial instruments. These valuations require the use of
various assumptions, including, among others, discount rates, rates of return on assets,
repayment rates, cash flows, default rates, costs of servicing and liquidation values. The
use of different assumptions could produce significantly different results, which could
have material positive or negative effects on the Company’s results of operations, financial
condition or disclosures of fair value information. In addition to valuation, the Company
must assess whether there are any declines in value below the carrying value of assets that
should be considered other than temporary or otherwise require an adjustment in carrying
value and recognition of a loss in the consolidated statement of income. Examples include
investment securities, other investments, capitalized servicing assets, goodwill and core
deposit and other intangible assets, among others. Specific assumptions and estimates
utilized by management are discussed in detail herein in management’s discussion and
analysis of financial condition and results of operations and in notes 1, 2, 3, 6, 7, 12, 18,
19 and 20 of Notes to Financial Statements.

Commitments, contingencies and off-balance sheet arrangements — Information
regarding the Company’s commitments and contingencies, including guarantees and
contingent liabilities arising from litigation, and their potential effects on the Company’s
results of operations is included in note 21 of Notes to Financial Statements. In addition,
the Company is routinely subject to examinations from various governmental taxing
authorities. Such examinations may result in challenges to the tax return treatment applied
by the Company to specific transactions. Management believes that the assumptions and
judgment used to record tax-related assets or liabilities have been appropriate. Should tax
laws change or the tax authorities determine that management’s assumptions were
inappropriate, the result and adjustments required could have a material effect on the
Company’s results of operations. Information regarding the Company’s income taxes is
presented in note 13 of Notes to Financial Statements. The recognition or de-recognition
in the Company’s consolidated financial statements of assets and liabilities held by so-
called variable interest entities is subject to the interpretation and application of complex
accounting pronouncements or interpretations that require management to estimate and
assess the relative significance of the Company’s financial interests in those entities and
the degree to which the Company can influence the most important activities of the
entities. Information relating to the Company’s involvement in such entities and the
accounting treatment afforded each such involvement is included in note 19 of Notes to
Financial Statements.

Net income for the Company in 2019 was $1.93 billion or $13.75 of diluted earnings per common
share, up 1% and 8%, respectively, from $1.92 billion or $12.74 of diluted earnings per common
share in 2018. Basic earnings per common share also increased 8% to $13.76 in 2019 from $12.75 in
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2018. Net income in 2017 totaled $1.41 billion, while diluted and basic earnings per common share
were $8.70 and $8.72, respectively. Expressed as a rate of return on average assets, net income in
2019 was 1.61%, compared with 1.64% in 2018 and 1.17% in 2017. The return on average common
shareholders’ equity was 12.87% in 2019, 12.82% in 2018 and 8.87% in 2017.

There were several notable matters during 2019 that impacted the Company’s financial results.
In the first quarter of 2019, the Company recognized an expense of $50 million (reflected in “other
costs of operations”) to increase its reserve for legal matters associated with a subsidiary’s role as
trustee of Employee Stock Ownership Plans in its Institutional Client Services business. That
expense, on an after-tax basis, reduced net income by $37 million, or $.27 of diluted earnings per
common share. Also during that quarter, M&T realized $37 million of income from Bayview
Lending Group LLC (“BLG”), increasing net income by $28 million, or $.20 of diluted earnings per
common share.

In July 2019, M&T agreed to sell its non-controlling interest in an asset manager obtained in the
2011 acquisition of Wilmington Trust Corporation (“WT Corp.”), that had been accounted for using
the equity method of accounting and, as a result, as of June 30, 2019 recorded a $48 million charge
(reflected in “other costs of operations”) to reduce the carrying value of the investment to its
estimated net realizable value. Similar to other active investment managers, the investee entity had
experienced a decrease in assets under management and during the second quarter of 2019 the
entity’s chief executive and investment officer announced his retirement. Following that
announcement, successor management submitted a proposal to M&T to restructure the organization
of the entity. The after-tax impact of the charge was a reduction in net income of $36 million, or $.27
of diluted earnings per common share. The sale of M&T’s interest in the asset manager was effective
September 30, 2019.

Effective January 1, 2019, the Company adopted new accounting guidance for leases. The new
guidance requires lessees to record a right-of-use asset and a lease liability for all operating leases
with a term greater than twelve months. The accounting applied by lessors is largely unchanged,
however, the guidance eliminates the accounting model for leveraged leases that commenced after
December 31, 2018. The Company occupies certain banking offices and uses certain equipment
under noncancelable operating lease agreements which, prior to January 1, 2019, were not reflected
in its consolidated balance sheet. As of January 1, 2019, the Company recorded right-of-use assets of
$394 million and increased lease liabilities of $399 million in its consolidated balance sheet. The
adoption of the new guidance did not have a material impact on the consolidated statement of income
during 2019. For additional information on leases, see notes 3 and 5 of Notes to Financial
Statements.

There were also several notable items in 2018. The Company adopted amended accounting
guidance in the first quarter of 2018 to separately report equity securities at fair value on the
consolidated balance sheet (which were previously reported as investment securities available for
sale) with changes in fair value recognized in the consolidated statement of income rather than
through other comprehensive income. Net unrealized gains on investments in equity securities in
2019 totaled $18 million, compared with net unrealized losses in 2018 of $6 million. As of March 31,
2018, the Company increased its reserve for legal matters by $135 million in anticipation of the
settlement of a civil litigation matter by WT Corp. that related to periods prior to the acquisition of
WT Corp. by M&T. The increase, on an after-tax basis, reduced net income by $102 million or $.71
of diluted earnings per common share in 2018. That matter received final court approval and was
settled in 2018. Income tax expense in 2019 and 2018 reflects the reduction of the corporate Federal
income tax rate from 35% to 21% by the Tax Cuts and Jobs Act (“the Tax Act”) that was enacted on
December 22, 2017. In December 2018, M&T received approval from the Internal Revenue Service
to change its tax return treatment for certain loan fees retroactive to 2017. Given the reduction in
Federal income tax rates resulting from the Tax Act, that change in treatment resulted in a
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$15 million reduction of income tax expense in 2018’s fourth quarter. Following receipt of the
approval, the Company increased its contribution to The M&T Charitable Foundation in 2018’s
fourth quarter to $20 million that, after applicable tax effect, reduced net income by $15 million.

During 2017, M&T adopted new accounting guidance for share-based transactions. That
guidance requires that all excess tax benefits and tax deficiencies associated with share-based
compensation be recognized in income tax expense in the income statement. Previously, tax effects
resulting from changes in M&T’s share price subsequent to the grant date were recorded through
shareholders’ equity at the time of vesting or exercise. The adoption of the amended accounting
guidance resulted in a $22 million reduction of income tax expense in 2017, or $.15 of diluted
earnings per common share. Similarly, income tax expense in 2019 and 2018 was reduced by $2
million, or $.02 of diluted earnings per common share, and $9 million, or $.06 of diluted earnings per
common share, respectively.

On October 9, 2017, WT Corp. reached an agreement with the U.S. Attorney’s Office for the
District of Delaware related to alleged conduct that took place between 2009 and 2010 prior to the
acquisition of WT Corp. by M&T. The result was a payment of $44 million that was not deductible
for income tax purposes. WT Corp. did not admit any liability. As of September 30, 2017, the
Company increased the reserve for legal matters by $50 million. That increase, coupled with the
non-deductible nature of the $44 million payment, reduced net income in 2017 by $48 million, or
$.31 of diluted earnings per common share. As noted, the Tax Act enacted in December 2017
reduced the Federal income tax rate and made other changes to U.S. corporate income tax laws.
GAAP requires that the impact of the provisions of the Tax Act be accounted for in the period of
enactment. Accordingly, the incremental income tax expense recorded by the Company in the fourth
quarter of 2017 related to the Tax Act was $85 million, representing $.56 of diluted earnings per
common share. The additional expense was largely attributable to the reduction in carrying value of
net deferred tax assets reflecting lower future tax benefits resulting from the lower corporate tax rate.

During the fourth quarter of 2017, the Company realized after-tax gains from sales of
investment securities of $14 million ($21 million pre-tax) that added $.09 to diluted earnings per
common share. The Company increased its contribution to The M&T Charitable Foundation by $44
million in the final 2017 quarter, bringing total charitable contributions for all of 2017 to $50 million,
thereby reducing net income by $30 million, or $.20 of diluted earnings per common share.

Taxable-equivalent net interest income was $4.15 billion in 2019, 1% higher than $4.09 billion
in 2018. That improvement resulted from an increase in average earning assets to $108.2 billion in
2019 from $106.8 billion in 2018 and a slight expansion of the net interest margin, or taxable-
equivalent net interest income expressed as an annualized percentage of average earning assets, to
3.84% in 2019 from 3.83% in 2018. Taxable-equivalent net interest income rose 7% in 2018 from
$3.82 billion in 2017. That improvement resulted predominantly from a 36 basis point (hundredths of
one percent) widening of the net interest margin in 2018 from 3.47% in 2017. Partially offsetting the
impact of the expanded net interest margin was a 3% decline in average earning assets in 2018 from
$110.0 billion in 2017.

The provision for credit losses increased 33% to $176 million in 2019 from $132 million in
2018. The provision in 2017 was $168 million. Net charge-offs in 2019, 2018 and 2017 were $144
million, $130 million and $140 million, respectively.

Other income aggregated $2.06 billion and $1.86 billion in 2019 and 2018, respectively,
compared with $1.85 billion in 2017. As compared with 2018, growth in 2019 was experienced in
most major sources of noninterest income, led by higher residential and commercial mortgage
banking revenues and trust income. Comparing 2018 to 2017, higher trust income and income from
BLG in 2018 were partially offset by the impact of gains on investment securities during 2017.

Other expense increased 5% to $3.47 billion in 2019 from $3.29 billion in 2018. Other expense
in 2017 totaled $3.14 billion. Included in those amounts are expenses considered by M&T to be
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“nonoperating” in nature, consisting of amortization of core deposit and other intangible assets of
$19 million, $25 million and $31 million in 2019, 2018 and 2017, respectively. Exclusive of those
nonoperating expenses, noninterest operating expenses totaled $3.45 billion in 2019, compared with
$3.26 billion in 2018 and $3.11 billion in 2017. The higher level of such expenses in 2019 as
compared with 2018 resulted from increased costs for salaries and employee benefits, equipment and
net occupancy, outside data processing and software, and professional services, and the $48 million
charge associated with the sale of an equity investment in an asset manager. Those factors were
partially offset by lower costs associated with legal-related matters and contributions to The M&T
Charitable Foundation, and a decline in FDIC assessments. The increase in noninterest operating
expenses in 2018 as compared with 2017 was largely due to higher costs for salaries and employee
benefits, professional services, and increases to the reserve for legal matters, partially offset by lower
FDIC assessments and contributions to The M&T Charitable Foundation.

The efficiency ratio measures the relationship of noninterest operating expenses to revenues.
The Company’s efficiency ratio, or noninterest operating expenses (as previously defined) divided by
the sum of taxable-equivalent net interest income and noninterest income (exclusive of gains and
losses from bank investment securities), was 55.7% in 2019, compared with 54.8% and 55.1% in
2018 and 2017, respectively. The calculations of the efficiency ratio are presented in table 2.

The Company’s effective tax rate was 24.3%, 23.5% and 39.4% in 2019, 2018 and 2017,
respectively. The lower rates in 2019 and 2018 reflect the reduction of the corporate Federal income
tax rate from 35% to 21% as of January 1, 2018.

On June 27, 2019, M&T announced its 2019 Capital Plan, which covers the four-quarter period
that began on July 1, 2019. The 2019 Capital Plan, which was reviewed and approved by M&T’s
Board of Directors, reflects capital distributions within the amount that M&T can make over the
specified period based on the prior approval of the Board of Governors of the Federal Reserve
System. M&T’s 2019 Capital Plan reflects net capital distributions of approximately $1.9 billion,
which include common and preferred stock dividends as well as repurchases of M&T’s common
stock. M&T’s Board of Directors may consider an increase in the common stock dividend, at its
discretion, during the four-quarter period. All dividends are subject to declaration by M&T’s Board
of Directors. In July 2019, M&T’s Board of Directors authorized a new stock repurchase plan to
repurchase up to $1.635 billion of shares of M&T’s common stock subject to all applicable
regulatory limitations. In accordance with that repurchase plan, M&T repurchased 3,657,000 shares
of its common stock at a total cost of $582 million in the second half of 2019. In the aggregate,
M&T repurchased 8,257,000 shares of its common stock at a total cost of $1.35 billion during 2019.
The dollar amount and number of common shares repurchased were $2.2 billion and 12,295,817,
respectively, in 2018 and $1.2 billion and 7,369,105, respectively, in 2017. During 2019’s fourth
quarter, M&T increased the quarterly common stock cash dividend by $.10 to $1.10 per share.
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Table 1

EARNINGS SUMMARY
Dollars in millions
Compound
Increase (Decrease)(a) Growth Rate
2018 to 2019 2017 to 2018 5 Years
Amount % Amount % 2019 2018 2017 2016 2015 2014 to 2019
$ 281.8 6 $ 4182 10 Interest incomMe(D).....cocerrreerirrereirereeeinienans $4,902.4 $4,620.6 $4,202.4 $3,922.8 $3,195.3 10%
2229 42 139.6 36 INterest EXPense .........cocevveverereerererireererenuenene 749.3 526.4 386.8 426.0 328.3 22
589 1 278.6 7 Net interest income(b) . 41531 4,0942 3,815.6 3,496.8 2,867.0 9
44,0 33 (36.0) (21) Less: provision for credit losses ................... 176.0 132.0 168.0 190.0 170.0 7
243 — (27.6) — Gain (loss) on bank investment securities.... 18.0 6.3) 21.3 30.3 — —
1814 10 324 2 Other iNCOME ....oveeeveieeieierieieieeieeeeeieienens 2,043.7 11,8623 11,8299 1,795.7 1,825.1 3
Less:
1485 8 103.5 6 Salaries and employee benefits.............. 1,900.8 11,7523 1,648.8 1,618.1 11,5324 6
321 2 443 3 Other expense 1,535.8 1,491.5 1,429.3 1,290.5 4
400 2 171.6 7 Income before income taxes.........cceeveennnnn. 2,570.1  2,530.1 2,358.5 2,0854 1,699.2 9
Less:
1.0 5 (12.7) (37) Taxable-equivalent adjustment(b) ......... 229 21.9 34.6 27.0 24.5 (1)
280 5 (325.5) (36) Income taxes 618.1 590.1 915.6 743.3 595.0 1
$ 11.0 1 $ 509.8 36 NetiNCOME ...ooovorveriieiiiiiiiireiereeeeeene $1,929.1 $1,918.1 $1,408.3 $1,315.1 $1,079.7 13%

(a)  Changes were calculated from unrounded amounts.

(b)  Interest income data are on a taxable-equivalent basis. The taxable-equivalent adjustment represents additional income
taxes that would be due if all interest income were subject to income taxes. This adjustment, which is related to interest
received on qualified municipal securities, industrial revenue financings and preferred equity securities, is based on a
composite income tax rate of approximately 26% in 2019 and 2018 and 39% in prior years.

Supplemental Reporting of Non-GAAP Results of Operations

As a result of business combinations and other acquisitions, the Company had intangible assets
consisting of goodwill and core deposit and other intangible assets totaling $4.6 billion at each of
December 31, 2019 and 2018. Included in such intangible assets was goodwill of $4.6 billion at each
of those dates. Amortization of core deposit and other intangible assets, after-tax effect, totaled $14
million, $18 million and $19 million during 2019, 2018 and 2017, respectively.

M&T consistently provides supplemental reporting of its results on a “net operating” or
“tangible” basis, from which M&T excludes the after-tax effect of amortization of core deposit and
other intangible assets (and the related goodwill, core deposit intangible and other intangible asset
balances, net of applicable deferred tax amounts) and gains and expenses associated with merging
acquired operations into the Company, since such items are considered by management to be
“nonoperating” in nature. Those merger-related expenses generally consist of professional services
and other temporary help fees associated with the actual or planned conversion of systems and/or
integration of operations; costs related to branch and office consolidations; costs related to
termination of existing contractual arrangements to purchase various services; initial marketing and
promotion expenses designed to introduce M&T Bank to its new customers; severance; incentive
compensation costs; travel costs; and printing, supplies and other costs of completing the transactions
and commencing operations in new markets and offices. There were no such merger-related expenses
in 2019, 2018 or 2017. Although “net operating income” as defined by M&T is not a GAAP
measure, M&T’s management believes that this information helps investors understand the effect of
acquisition activity in reported results.

Net operating income was $1.94 billion in each of 2019 and 2018 and $1.43 billion in 2017.
Diluted net operating earnings per common share were $13.86 in 2019, $12.86 in 2018 and $8.82 in
2017.
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Net operating income expressed as a rate of return on average tangible assets was 1.69% in
2019, compared with 1.72% in 2018 and 1.23% in 2017. Net operating income represented a return
on average tangible common equity of 19.08% in 2019, compared with 19.09% in 2018 and 13.00%

in 2017.

Reconciliations of GAAP amounts with corresponding non-GAAP amounts are presented in

table 2.

Table 2

RECONCILIATION OF GAAP TO NON-GAAP MEASURES

Income statement data

Dollars in thousands, except per share
Net income
Net income

Amortization of core deposit and other intangible assets(a)

Net operating income

Earnings per common share
Diluted earnings per common share

Amortization of core deposit and other intangible assets(a)

Diluted net operating earnings per common share

Other expense
Other expense

Amortization of core deposit and other intangible assets

Noninterest operating expense

Efficiency ratio
Noninterest operating expense (numerator)

Taxable-equivalent net interest income

Other income,

Less: Gain (loss) on bank investment securities
Denominator

Efficiency ratio

Balance sheet data
In millions
Average assets
Average assets

Goodwill

Core deposit and other intangible assets

Deferred taxes

Average tangible assets

Average common equity
Average total equity

Preferred stock

Average common equity

Goodwill

Core deposit and other intangible assets

Deferred taxes

Average tangible common equity

At end of year
Total assets
Total assets

Goodwill

Core deposit and other intangible assets

Deferred taxes
Total tangible assets

Total common equity
Total equity

Preferred stock

Undeclared dividends — cumulative preferred stock

Common equity, net of undeclared cumulative preferred dividends
Goodwill

Core deposit and other intangible assets
Deferred taxes

Total tangible common equity

(a) After any related tax effect.

54

2019 2018 2017
1,929,149  $ 1918080  $ 1,408,306
14,359 18,075 19,025
1,943,508  $ 1,936,155 $ 1,427,331
1375 $ 1274 $ 8.70
1 12 12
13.86 $ 1286 $ 8.82
3,468,682 $ 3288062 $ 3,140,325
(19,490) (24,522) (31,366)
3,449,192 $ 3,263,540 $ 3,108,959
3,449,192 $ 3,263,540 $ 3,108,959
4,153,127 $ 4,094,199 $ 3815614
2,061,679 1,856,000 1,851,143
18,037 (6,301) 21,279
6,196,769  $ 5,956,500  $ 5645478
55.66 % 54.79 % 55.07%
119,584 $ 116959 $ 120,860
(4,593) (4,593) (4,593)
(38) (59) (86)

10 16 33
114963  $ 112,323 $ 116214
15718 $ 15630  $ 16,295
(1,272) (1,232) (1,232)
14,446 14,398 15,063
(4,593) (4,593) (4,593)
(38) (59) (86)

10 16 33
9,825 $ 9,762  $ 10,417
119,873 $ 120,097 $ 118,593
(4,593) (4,593) (4,593)
(29) (47) (72)

7 13 19
115258 $ 115470 $ 113,947
15717 $ 15460  $ 16,251
(1,250) (1,232) (1,232)
— 3) 3)
14,467 14,225 15,016
(4,593) (4,593) (4,593)
(29) (47) (72)

7 13 19

9852 $ 9,598 $ 10,370




Net Interest Income/Lending and Funding Activities

Net interest income expressed on a taxable-equivalent basis aggregated $4.15 billion in 2019, up 1%
from $4.09 billion in 2018. That growth resulted from a $1.5 billion, or 1%, increase in average
earning assets to $108.2 billion in 2019 from $106.8 billion in 2018 that reflected increases in
average loan and lease balances of $2.1 billion and in interest-bearing deposits at banks of $1.2
billion, partially offset by a decline in average balances of investment securities of $2.1 billion.
Also contributing to the improvement was a widening of the net interest margin to 3.84% in 2019
from 3.83% in 2018.

Average loans and leases rose 2% to $89.5 billion in 2019 from $87.4 billion in 2018. Average
balances of commercial loans and leases increased $1.5 billion or 7% to $23.3 billion in 2019 from
$21.8 billion in 2018. Average commercial real estate loan balances were up $1.2 billion or 4% to
$34.9 billion in 2019 from $33.7 billion in 2018. Consumer loans averaged $14.6 billion in 2019, up
$1.1 billion or 8% from $13.6 billion in 2018, due to growth in recreational finance loans and
automobile loans that was partially offset by declines in outstanding balances of home equity loans
and lines of credit. Recreational finance loans predominantly consisted of loans to consumers that are
secured by recreational vehicles and boats. Average residential real estate loans declined $1.7 billion
or 9% to $16.7 billion in 2019 from $18.3 billion in 2018, predominantly due to ongoing repayments
of loans obtained in the 2015 acquisition of Hudson City Bancorp, Inc. (“Hudson City”).

Taxable-equivalent net interest income in 2018 increased 7% from $3.82 billion in 2017. That
growth resulted from a widening of the net interest margin to 3.83% in 2018 from 3.47% in 2017.
The improvement in the net interest margin was predominantly the result of higher yields on loans
due to the higher interest rate environment in 2018. The Federal Reserve raised its target Federal
funds rate in .25% increments three times during 2017 and four times during 2018. Partially
offsetting the favorable impact of higher interest rates was a $3.2 billion, or 3%, decline in average
earning assets to $106.8 billion in 2018 from $110.0 billion in 2017 that reflected decreases in
average balances of investment securities of $1.8 billion and average loan and lease balances of $1.4
billion.

Average loans and leases declined to $87.4 billion in 2018 from $88.8 billion in
2017. Average balances of commercial loans and leases decreased $149 million or 1% to $21.8
billion in 2018 from $22.0 billion in 2017. Average balances of commercial real estate loans
increased $485 million or 1% to $33.7 billion in 2018 from $33.2 billion in 2017. Consumer loans
averaged $13.6 billion in 2018, up $930 million or 7% from $12.6 billion in 2017, due to growth in
recreational finance loans and automobile loans that was partially offset by declines in outstanding
balances of home equity loans and lines of credit. Average residential real estate loans declined $2.7
billion or 13% to $18.3 billion in 2018 from $21.0 billion in 2017, predominantly due to ongoing
repayments of loans obtained in the acquisition of Hudson City.
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Table 4 summarizes average loans and leases outstanding in 2019 and percentage changes in the
major components of the portfolio over the past two years.

Table 4
AVERAGE LOANS AND LEASES
(Net of unearned discount)
Percent Increase
(Decrease) from
2018 to 2017 to
2019 2019 2018
(In millions)
Commercial, fINanCIal, ELC. ... .uuuuvviriiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeee e $ 23,306 7 % (1) %
Real estate — COMMETCIAL .......uuuvvvviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee e 34,885 4 1
Real eState — CONSUIMIET .....uvveiiieiiireiieeieiieeeeeeeeitreeeeeeetreeeeeeeetareeeeeesnnees 16,665 ) (13)
Consumer
Recreational fINANCE ..........ovvvvviiiiiiiiiiiiieeeeeeeeeceeeeeeeeee e 4,838 31 30
Home equity lines and 10ans ..........cccccoceevvereenenienennenceneneeneneeene 4,659 8) @)
AULOMODILE ...ttt e e e e e e e e e e e e e e e 3,768 5 10
OURET ...ttt ettt ettt e e e re e e earaeas 1,373 12 14
TOtAl CONSUIMIET .vvvveieiiieeeeeeeee et eeeeeeeeeeeeeeeeseas 14,638 8 7
TOtAL .o e $ 89,494 2 % 2)%

Commercial loans and leases, excluding loans secured by real estate, totaled $23.8 billion at
December 31, 2019, representing 26% of total loans and leases. Table 5 presents information on
commercial loans and leases as of December 31, 2019 relating to geographic area, size, borrower
industry and whether the loans are secured by collateral or unsecured. Of the $23.8 billion of
commercial loans and leases outstanding at the end of 2019, approximately $21.5 billion, or 90%,
were secured, while 36%, 22% and 25% were granted to businesses in New York State, Pennsylvania
and in the Mid-Atlantic area (which includes Delaware, Maryland, New Jersey, Virginia, West
Virginia and the District of Columbia), respectively. The Company provides financing for leases to
commercial customers, primarily for equipment. Commercial leases included in total commercial
loans and leases at December 31, 2019 aggregated $1.3 billion, of which 51% were secured by
collateral located in New York State, 13% were secured by collateral in Pennsylvania and another
18% were secured by collateral in the Mid-Atlantic area.
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Table 5

COMMERCIAL LOANS AND LEASES, NET OF UNEARNED DISCOUNT

(Excludes Loans Secured by Real Estate)

December 31, 2019
Mid- Percent of
New York Pennsylvania Atlantic(a) Other Total Total
(Dollars in millions)
Motor vehicle and recreational

finance dealers............coooeveveneennenn. $1,788 $ 1,190 $ 687 $1,424 $ 5,089 21%
SEIVICES..uveeiiriieririiecireeetieeeireeeiveens 1,365 694 1,298 412 3,769 16
Manufacturing .........ceceveeeverreecvennenns 1,248 722 585 440 2,995 12
Wholesale .......ooooevvvvveeiiiiiiieeeeeeeees 771 722 572 231 2,296 10
Financial and insurance...................... 711 242 387 476 1,816 7
Health SErvices......uuvvvvevvveeeeeieieinnnnnn. 650 206 659 106 1,621 7
Real estate InVESLOrS .....ovvvveeeeeeeeennnn. 705 167 432 203 1,507 6
Transportation, communications,

ULHEES oo 405 281 479 285 1,450 6
Retail.....ccoeeeiiieiiiccieeeeeeee e, 351 318 412 322 1,403 6
CONSLIUCHION .evvvveveveeeiiieieieeeeeeeeeeeeeenn, 382 311 375 88 1,156 5
Public administration......................... 124 57 20 1 202 1
Agriculture, forestry, fishing, etc. ..... 19 57 34 14 124 1
Other....ccoviiiiieeeiieeeeeeeeee e, 79 225 59 47 410 2
Total.....oooeeeeieieeeee e $8,598 $ 5,192 $5,999 $4,049 $23,838 100%
Percent of total..........ccceeevveeeireeenneen. 36 % 22 % 25% 17% 100 %

Percent of dollars outstanding

Secured ......coeeeeiiiieiiieeeee e, 82 % 86 % 85% 88 % 85 %
Unsecured........ooeevvieeviieeecnieeecieeennen. 10 11 11 6 10
Leases ...coovreeeieeeeieeeeee e 8 3 4 6 5
Total.....oooeeeeeeeeeecee e 100 % 100 % 100 % 100 % 100 %
Percent of dollars outstanding by

size of loan
Less than $1 million ...........ccccveeuneee. 23% 17 % 25% 11% 21%
$1 million to $5 million..................... 23 22 21 19 22
$5 million to $10 million................... 15 19 14 18 16
$10 million to $20 million.................. 16 23 15 20 18
$20 million to $30 million................. 9 10 8 11 9
$30 million to $50 million................. 5 6 8 9 6
Greater than $50 million.................... 9 3 9 12 8
Total....ooooeieeeiieeeeeeeee e, 100 % 100 % 100 % 100 % 100 %

(a) Includes Delaware, Maryland, New Jersey, Virginia, West Virginia and the District of Columbia.

International loans included in commercial loans and leases totaled $121 million and $109
million at December 31, 2019 and 2018, respectively. Included in such loans were $93 million and
$78 million, respectively, of loans at M&T Bank’s commercial banking office in Ontario, Canada.
The remaining international loans are predominantly to domestic companies with foreign operations.
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Loans secured by real estate, including outstanding balances of home equity loans and lines of
credit which the Company classifies as consumer loans, represented approximately 63% of the loan
and lease portfolio during 2019, compared with 65% and 67% in 2018 and 2017, respectively. At
December 31, 2019, the Company held approximately $35.5 billion of commercial real estate loans
(including $28 million originated for sale), $16.2 billion of consumer real estate loans secured by
one-to-four family residential properties (including $414 million of loans originated for sale) and
$4.5 billion of outstanding balances of home equity loans and lines of credit, compared with $34.4
billion, $17.2 billion and $4.9 billion, respectively, at December 31, 2018. The decrease in residential
real estate loans reflects the continued pay down of loans obtained in the Hudson City acquisition.
Included in commercial real estate loans at December 31, 2019 and 2018 were construction loans of
$8.9 billion and $8.8 billion, respectively, including amounts due from builders and developers of
residential real estate aggregating $1.5 billion and $1.7 billion at December 31, 2019 and 2018,
respectively. Commercial real estate loans included loans held for sale totaling $28 million and $347
million at December 31, 2019 and 2018, respectively. International loans included in commercial real
estate loans totaled $54 million at December 31, 2019 and $49 million at December 31, 2018.

Commercial real estate loans originated by the Company include both fixed and variable rate
instruments with monthly payments and a balloon payment of the remaining unpaid principal at
maturity. Maturity dates generally range from five to ten years and, for borrowers in good standing,
the terms of such loans may be extended by the customer following maturity at the then-current
market rate of interest. Adjustable-rate commercial real estate loans represented approximately 77%
of the commercial real estate loan portfolio at the 2019 year-end. Table 6 presents commercial real
estate loans by geographic area, type of collateral and size of the loans outstanding at December 31,
2019. New York City area commercial real estate loans totaled $8.8 billion at December 31, 2019.
The $7.8 billion of investor-owned commercial real estate loans in the New York City area were
largely secured by multifamily residential properties, retail space and office space. The Company’s
experience has been that office, retail and service-related properties tend to demonstrate more
volatile fluctuations in value through economic cycles and changing economic conditions than do
multifamily residential properties. Approximately 66% of the aggregate dollar amount of New York
City area loans were for loans with outstanding balances of $30 million or less, while loans of more
than $50 million made up approximately 19% of the total.
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Table 6

COMMERCIAL REAL ESTATE LOANS, NET OF UNEARNED DISCOUNT

December 31, 2019
New York State
New York Penn- Mid- Percent of
City Other sylvania Atlantic(a) Other Total Total
(Dollars in millions)
Investor-owned
Permanent finance by property
type
OFFICE v $ 1,312 $ 1,004 $ 492 $ 1,089 $ 571 $ 4,468 13%
Retail/Service.......... 1,468 602 349 1,046 901 4,366 12
Apartments/Multifamily. 1,609 1,006 531 426 654 4,226 12
Hotel...oooooeeeiieeenne. . 618 373 276 736 626 2,629 7
Health facilities .........ccocovvevveierenenene 408 436 397 636 565 2,442 7
Industrial/Warehouse ....................... 235 238 299 433 324 1,529 4
Other....ooieeieieieieeeee e 120 28 14 54 3 219 1
Total permanent............c.cc......... 5,770 3,687 2,358 4,420 3,644 19,879 56 %
Construction/Development
Commercial
COnStrucCtion.........cceeeeverveeerereeneenes 1,518 722 622 1,771 1,677 6,310 18%
Land/Land development............... 268 34 24 196 121 643 2
Residential builder and
developer
Construction..........ceceeveeeereereenenne 252 8 40 259 510 1,069 3
Land/Land development............... 32 17 41 130 259 479 1
Total construction/
development..........ccccceveveenenne. 2,070 781 727 2,356 2,567 8,501 24 %
Total investor-owned .............ccocvveeennee.. 7,840 4,468 3,085 6,776 6,211 28,380 80 %
Owner-occupied by industry(b)
Other SErviCes......ouuvvevveeeeeereeeiennenn. 218 429 186 580 54 1,467 4%
Motor vehicle and recreational
finance dealers.........c.ccecveveenueriennnne 169 199 322 213 261 1,164 3
Retail ...ocooveereiiieieeeeeeeeee 150 152 307 412 136 1,157 3
Health Services ........ceovevevevveeerennennnn 125 382 168 200 28 903 3
Wholesale.........cooeevveeeriererereerenene. 106 80 113 354 128 781 2
Manufacturing..........ccceeeveeeeerennene. 95 201 113 140 42 591 2
Real estate investors... . 11 42 59 92 5 209 1
Other.....ccocevveveenieienennen . 130 186 242 322 10 890 2
Total owner-occupied . 1,004 1,671 1,510 2,313 664 7,162 20 %
Total commercial real estate.................... $ 8,844 $ 6,139 $ 4,595 $ 9,089 $ 6,875 $ 35,542 100 %
Percent of total ........ccceevveeireniecieeneee 25% 17% 13% 26 % 19% 100 %
Percent of dollars outstanding by
size of loan
Less than $1 million..........cccoeveevevernneene. 4% 14 % 12% 11% 8% 9%
$1 million to $5 million . 15 25 22 19 12 18
$5 million to $10 million .. 14 19 19 17 14 16
$10 million to $30 million .... . 33 32 29 29 40 33
$30 million to $50 million ............c.......... 15 7 11 14 15 13
$50 million to $100 million .................... 16 1 7 10 11 10
Greater than $100 million..............cc....... 3 2 — — — 1
TOtaAl ..o 100 % 100 % 100 % 100 % 100 % 100 %

(a) Includes Delaware, Maryland, New Jersey, Virginia, West Virginia and the District of Columbia.
(b) Includes $383 million of construction loans.
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Commercial real estate loans secured by properties located in other parts of New York State,
Pennsylvania and the Mid-Atlantic area tend to have a greater diversity of collateral types and
include a significant amount of lending to customers who use the mortgaged property in their trade or
business (owner-occupied). Approximately 90% of the aggregate dollar amount of commercial real
estate loans in New York State secured by properties located outside of the New York City area were
for loans with outstanding balances of $30 million or less. Of the outstanding balances of commercial
real estate loans in Pennsylvania and the Mid-Atlantic area, approximately 82% and 76%,
respectively, were for loans with outstanding balances of $30 million or less.

Commercial real estate loans secured by properties located outside of Pennsylvania, the Mid-
Atlantic area and New York State comprised 19% of total commercial real estate loans as of
December 31, 2019.

Commercial real estate construction and development loans made to investors presented in
table 6 totaled $8.5 billion at December 31, 2019, or 9% of total loans and leases. Approximately
98% of those construction loans had adjustable interest rates. Included in such loans at the 2019 year-
end were $1.5 billion of loans to builders and developers of residential real estate properties. The
remainder of the commercial real estate construction loan portfolio was comprised of loans made for
various purposes, including the construction of office buildings, multifamily residential housing,
retail space and other commercial development.

M&T Realty Capital Corporation, a commercial real estate lending subsidiary of M&T Bank,
participates in the Delegated Underwriting and Servicing (“DUS”) program of Fannie Mae, pursuant
to which commercial real estate loans are originated in accordance with terms and conditions
specified by Fannie Mae and sold. Under this program, loans are sold with partial credit recourse to
M&T Realty Capital Corporation. The amount of recourse is generally limited to one-third of any
credit loss incurred by the purchaser on an individual loan, although in some cases the recourse
amount is less than one-third of the outstanding principal balance. The Company’s maximum credit
risk for recourse associated with sold commercial real estate loans was approximately $3.9 billion
and $3.4 billion at December 31, 2019 and 2018, respectively. There have been no material losses
incurred as a result of those recourse arrangements. At December 31, 2019 and 2018, commercial
real estate loans serviced by the Company for other investors were $21.0 billion and $18.2 billion,
respectively. Reflected in commercial real estate loans serviced for others were loans sub-serviced
for others that had outstanding balances of $3.4 billion and $2.7 billion at December 31, 2019 and
2018, respectively.

Real estate loans secured by one-to-four family residential properties were $16.2 billion at
December 31, 2019, including approximately 36% secured by properties located in New York State,
7% secured by properties located in Pennsylvania, 24% secured by properties in New Jersey and
14% secured by properties located in other Mid-Atlantic areas. The Company’s portfolio of
alternative (““Alt-A”) residential real estate loans (referred to as “limited documentation loans’) held
for investment totaled $2.1 billion at December 31, 2019, down from $2.5 billion at December 31,
2018. That portfolio consisted predominantly of limited documentation loans acquired with the
Hudson City transaction. Alt-A loans represent loans that at origination typically included some form
of limited borrower documentation requirements as compared with more traditional residential real
estate loans. Hudson City loans that were eligible for limited documentation processing were
available in amounts up to 65% of the lower of the appraised value or purchase price of the property.
Hudson City discontinued its limited documentation loan program in January 2014. Loans to
individuals to finance the construction of one-to-four family residential properties totaled $94 million
at December 31, 2019 and $41 million at December 31, 2018, or approximately .1% of total loans
and leases at each of those dates. Information about the credit performance of the Company’s
residential real estate loans is included herein under the heading “Provision For Credit Losses.”
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Consumer loans comprised approximately 17% and 16% of total loans and leases at
December 31, 2019 and 2018, respectively. Outstanding balances of recreational finance loans
represented the largest component of the consumer loan portfolio at December 31, 2019 and totaled
$5.5 billion or approximately 6% of total loans, up from $4.1 billion or 5% at December 31, 2018.
That growth was due largely to originations through new dealer relationships. Home equity loans and
lines of credit outstanding at December 31, 2019 and December 31, 2018 were $4.5 billion and $4.9
billion, respectively. Approximately 40% of home equity loans and lines of credit outstanding at
December 31, 2019 were secured by properties in New York State, 24% in Maryland, 21% in
Pennsylvania and 4% in New Jersey. Outstanding automobile loan balances rose to $3.9 billion at
December 31, 2019 from $3.7 billion at December 31, 2018. That increase reflects continued
consumer demand for motor vehicles.

Table 7 presents the composition of the Company’s loan and lease portfolio at the end of 2019,
including outstanding balances to businesses and consumers in New York State, Pennsylvania, the
Mid-Atlantic area and other states.

Table 7
LOANS AND LEASES, NET OF UNEARNED DISCOUNT

December 31, 2019

Percent of Dollars OQutstanding
Mid-Atlantic
New Penn- New
Outstandings York sylvania  Maryland Jersey Other(a) Other
(In millions)

Real estate

Residential .........cccccveriinennene $ 16,156 36% 7% 7% 24% 7% 19%
Commercial.........ccccceerveenennnne 35,542 42 13 9 7 _10 19
Total real estate..................... 51,698 40% 11% _ 9% 12% 9%  19%
Commercial, financial, etc............. 22,564  35% 22% 12% 7% 7% 17 %
Consumer
Recreational finance ................. 5,536 13% 6% 4% 4% 5% 68 %
Home equity lines and loans..... 4,482 40 21 24 4 9 2
Automobile ..........cccceeiieiininnins 3,887 25 17 11 7 15 25
Other secured or guaranteed ..... 392 21 11 13 2 23 30
Other unsecured......................... 1,090 39 20 25 3 _10 3
Total consumer..................... 15,387 26% 14% 13% 5% 10%  32%
Total loans.........ccccceueeeee 89,649 36% 15% 10% 10% 8% 21%
Commercial leases....................... 1,274 51% 13% 10% 6% 2%  18%

Total loans and leases...... $ 90,923 i% g% 10% =9% =8% i%

(a) Includes Delaware, Virginia, West Virginia and the District of Columbia.

The investment securities portfolio averaged $11.6 billion in 2019, down from $13.7 billion and
$15.5 billion in 2018 and 2017, respectively. The decline in average balances of investment
securities in 2019 and 2018 was predominantly due to maturities and pay downs of mortgage-backed
securities and maturities of U.S. Treasury notes. During 2019 and 2018, the Company purchased
$500 million and $450 million, respectively, of U.S. Treasury notes. During 2017, the Company
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purchased $1.4 billion of mortgage-backed securities, predominantly Ginnie Mae and Freddie Mac
securities, and $219 million of U.S. Treasury notes. The Company sold $512 million of available-
for-sale Fannie Mae and Freddie Mac mortgage-backed securities during 2017 largely due to the
limitations on the amount of those types of securities that were permitted to be included in the
highest tier of “high quality liquid assets” for the Liquidity Coverage Ratio (“LCR”) calculation. The
Company also sold a portion of its holdings of Fannie Mae and Freddie Mac preferred stock during
December 2017 for a gain of $18 million. The preferred stock sold had a cost basis (after previous
write-downs) of $3 million. Sales of investment securities were not significant in 2019 or 2018. The
Company routinely has increases and decreases in its holdings of capital stock of the Federal Home
Loan Bank (“FHLB”) of New York and the Federal Reserve Bank of New York. Those holdings are
accounted for at cost and are adjusted based on the amounts of outstanding borrowings and available
lines of credit with those entities.

The investment securities portfolio is largely comprised of residential mortgage-backed
securities and shorter-term U.S. Treasury and federal agency notes. When purchasing investment
securities, the Company considers its liquidity position and its overall interest-rate risk profile as well
as the adequacy of expected returns relative to risks assumed, including prepayments. The Company
may occasionally sell investment securities as a result of changes in interest rates and spreads, actual
or anticipated prepayments, credit risk associated with a particular security, or as a result of
restructuring its investment securities portfolio in connection with a business combination. The
amounts of investment securities held by the Company are influenced by such factors as demand for
loans, which generally yield more than investment securities, ongoing repayments, the levels of
deposits, and management of liquidity and balance sheet size and resulting capital ratios.

Effective January 1, 2018, fair value changes in equity securities with readily determinable fair
values are recognized in the consolidated statement of income. Net unrealized gains on such equity
securities were $18 million in 2019, compared with net unrealized losses of $6 million in 2018.
Those gains and losses were predominantly related to the Company’s holdings of Fannie Mae and
Freddie Mac preferred stock.

The Company regularly reviews its investment securities for declines in value below amortized
cost that might be characterized as “other than temporary.” There were no other-than-temporary
impairment charges recognized in the investment securities portfolio in 2019, 2018 or 2017. Based
on management’s assessment of future cash flows associated with individual investment securities as
of December 31, 2019, the Company concluded that declines in value below amortized cost
associated with the investment securities portfolio were temporary in nature. A further discussion of
fair values of investment securities is included herein under the heading “Capital.” Additional
information about the investment securities portfolio is included in notes 2 and 20 of Notes to
Financial Statements.

Other earning assets include interest-bearing deposits at the Federal Reserve Bank of New York
and other banks, trading account assets, federal funds sold and agreements to resell securities. Those
other earning assets in the aggregate averaged $7.2 billion in 2019, $5.7 billion in 2018 and $5.6
billion in 2017. Interest-bearing deposits at banks averaged $6.8 billion in 2019, compared with $5.6
billion in each of 2018 and 2017. The amounts of interest-bearing deposits at banks at the respective
dates were predominantly comprised of deposits held at the Federal Reserve Bank of New York. The
levels of those deposits often fluctuate due to changes in trust-related deposits of commercial entities,
purchases or maturities of investment securities, or borrowings to manage the Company’s liquidity.

The most significant source of funding for the Company is core deposits. The Company
considers noninterest-bearing deposits, interest-bearing transaction accounts, savings deposits and
time deposits of $250,000 or less as core deposits. The Company’s branch network is its principal
source of core deposits, which generally carry lower interest rates than wholesale funds of
comparable maturities. Average core deposits were $87.9 billion in 2019, compared with $87.3
billion in 2018 and $92.1 billion in 2017. Average balances of savings and interest-checking core
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deposits rose $1.7 billion or 3% in 2019 to $51.9 billion from $50.1 billion in 2018. That increase
was predominantly due to higher residential mortgage escrow deposits, resulting from additions to
the Company’s servicing and sub-servicing portfolios in 2019, and higher commercial and trust
deposits. Average noninterest-bearing deposits declined $1.1 billion or 4% to $30.8 billion in 2019
from $31.9 billion in 2018. Contributing to that decline were lower deposits associated with
commercial and trust customers, partially offset by higher mortgage escrow deposits. The lower
commercial deposits were largely due to a shift of such deposits from noninterest-bearing to interest-
bearing products. Average core deposits in 2018 declined $4.7 billion or 5% as compared with 2017.
Average savings and interest-checking core deposit balances decreased $2.1 billion or 4% in 2018
from 2017, largely due to lower money-market savings deposit balances associated with commercial
and consumer customers. Average balances of core time deposits in 2018 decreased $2.0 billion or
27% from 2017 predominantly related to maturities of relatively high-rate time deposits, in part,
obtained in the Hudson City acquisition. Reflecting lower commercial and trust customer deposits,
average noninterest-bearing deposits in 2018 declined $627 million or 2% from 2017. Funding
provided by core deposits represented 81% of average earning assets in 2019, compared with 82% in
2018 and 84% in 2017. Table 8 summarizes average core deposits in 2019 and percentage changes in
the components of such deposits over the past two years. Core deposits totaled $89.5 billion and
$85.5 billion at December 31, 2019 and 2018, respectively.

Table 8
AVERAGE CORE DEPOSITS
Percent Increase
(Decrease) from
2018 to 2017 to
2019 2019 2018
(In millions)

Savings and interest-checking deposits........cccccveevuerievienieneneeneneenienne $ 51,881 3 % 4) %
TIME AEPOSILS ..evveieenieriieieriteieetet ettt sttt sie e 5,238 2) 27)
Noninterest-bearing depPOSItS........coeecvereeriirerniriienerieneeteseereseereniene 30,763 “) 2)
TOLAL .o e $ 87,882 1 % (5)%

The Company also receives funding from other deposit sources, including branch-related time
deposits over $250,000, deposits associated with the Company’s Cayman Islands office, and
brokered deposits. Time deposits over $250,000, excluding brokered deposits, averaged $956 million
in 2019, $675 million in 2018 and $775 million in 2017. The increase in such deposits from 2018 to
2019 was predominantly the result of the generally higher interest rate environment and customers’
desire to earn a higher return on their deposits. The decline in such deposits in 2018 from 2017 was
predominantly the result of maturities of higher-rate time deposits. Cayman Islands office deposits
averaged $1.4 billion in 2019, $394 million in 2018 and $185 million in 2017. The increase in such
deposits in 2019 from the prior years resulted from customers’ desire to sweep their deposit balances
into higher earning products. The Company had brokered savings and interest-bearing transaction
accounts that averaged $2.7 billion in 2019, $2.0 billion in 2018 and $1.2 billion in 2017. Additional
amounts of Cayman Islands office deposits or brokered deposits may be added in the future
depending on market conditions, including demand by customers and other investors for those
deposits, and the cost of funds available from alternative sources at the time.
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Table 9 summarizes average total deposits for 2019, 2018 and 2017.

Table 9
AVERAGE DEPOSITS
Commercial
Retail Trust and Other Total
(In millions)

2019

Savings and interest-checking deposits...........cccevvevveierereenenne. $ 26814 $ 6453 $ 21,343 $ 54,610
TIME AEPOSILS c.vvveeurieiiieiierie ettt ettt ettt e e saeees 5,739 46 524 6,309
Noninterest-bearing depositS..........eccverveereerveereeneesireeneennens 5,352 4,219 21,192 30,763
Deposits at Cayman Islands office.........ccccevevveeninvincnncncnnne. — — 1,367 1,367
TOAL ..ottt $ 37,905 $ 10,718 $ 44,426 $ 93,049
2018

Savings and interest-checking deposits..........cccceverveverercnnenne. $ 28381 $§ 5445 $ 18,276  $ 52,102
TIME AEPOSILS c.uvveeueieiiieiienteeiee ettt 5,656 34 335 6,025
Noninterest-bearing deposits.........ceceevveeveeeneerreeneerrieeneennenn 5,064 4,363 22,466 31,893
Deposits at Cayman Islands office.........cccccoevceeninveninncncnnne. — — 394 394
TOAL ..t e s $ 39,101 $ 9,842 $ 41,471 $ 90,414
2017

Savings and interest-checking deposits...........ccoevevrvevrvrrnnnnn. $ 29506 $ 4793 $ 19,100 $ 53,399
TimMe dEPOSILS ..couvevienieriiiieiiieieete ettt e 7,737 11 413 8,161
Noninterest-bearing depoSsits........cceeverieriererieenieniieneeieneene. 4,803 4,520 23,197 32,520
Deposits at Cayman Islands office.........cccceeercieneniencincnennee. — — 185 185
TOLAL ..ottt $ 42046 $ 9324 $ 42,895 $ 94,265

The Company also uses borrowings from banks, securities dealers, various FHLBs, the Federal
Reserve Bank of New York and others as sources of funding. Short-term borrowings represent
arrangements that at the time they were entered into had a contractual maturity of one year or less.
Average short-term borrowings were $1.1 billion in 2019, $331 million in 2018 and $205 million in
2017. In December 2018, the Company borrowed $4.2 billion from the FHLB of New York for LCR
and other liquidity purposes, $3.0 billion of which matured on the first business day of 2019 and $1.2
billion matured on February 1, 2019. The Federal Reserve and other Federal bank regulators
finalized the Tailoring Rules in October 2019, as described in Part I, Item 1 of this Annual Report on
Form 10-K under the heading “Enhanced Prudential Standards.” As a result, M&T is classified as a
Category IV firm and, as such, is no longer subject to LCR requirements as of December 31, 2019.
However, M&T will continue to remain subject to the internal liquidity stress test requirements under
the Federal Reserve Board’s regulations, which include 30-day and 1-year planning horizons.
Included in short-term borrowings were unsecured federal funds borrowings, which generally mature
on the next business day, that averaged $207 million, $206 million and $132 million in 2019, 2018
and 2017, respectively. Overnight federal funds borrowings totaled $137 million at December 31,
2018. There were no overnight federal funds borrowings outstanding at December 31, 2019.

Long-term borrowings averaged $7.7 billion in 2019, $8.8 billion in 2018 and $8.3 billion in
2017. Average balances of outstanding senior notes were $5.3 billion in 2019, compared with $5.9
billion and $4.8 billion in 2018 and 2017, respectively. Unsecured senior notes totaled $4.9 billion
and $5.5 billion at December 31, 2019 and 2018, respectively. During January 2018, M&T Bank
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issued $650 million of 2.625% fixed rate and $350 million of variable rate senior notes that pay
interest quarterly and are indexed to the three-month LIBOR. Those fixed and variable rate notes
mature in 2021. On December 31, 2018, M&T Bank redeemed $750 million of fixed rate senior
notes that were due to mature on January 31, 2019. In addition, in July 2018 M&T issued $750
million of senior notes that mature in July 2023, of which $500 million have a 3.55% fixed interest
rate and $250 million have a variable rate paid quarterly at rates that are indexed to the three-month
LIBOR. On January 7, 2020, M&T Bank redeemed $750 million of fixed rate senior notes that were
due to mature on February 6, 2020. Also included in average long-term borrowings were amounts
borrowed from the Federal Home Loan Banks of New York and Pittsburgh of $241 million in 2019,
compared with $577 million and $820 million in 2018 and 2017, respectively, and subordinated
capital notes of $1.4 billion and $1.5 billion in 2019 and 2018, respectively, compared with $1.7
billion in 2017. During 2017, M&T Bank issued $500 million of fixed rate subordinated capital notes
that mature in 2027. Junior subordinated debentures associated with trust preferred securities that
were included in average long-term borrowings were $524 million in 2019, $521 million in 2018 and
$518 million in 2017. Also included in long-term borrowings were agreements to repurchase
securities, which averaged $245 million in 2019, $415 million in 2018 and $490 million during 2017.
The repurchase agreement held at December 31, 2019 totaled $102 million and matures in 2020,
however, the contractual maturities of the underlying securities extend beyond such repurchase date.
Additional information regarding long-term borrowings, including information regarding contractual
maturities of such borrowings, is provided in note 8 of Notes to Financial Statements.

The Company has utilized interest rate swap agreements to modify the repricing characteristics
of certain components of its loans and long-term debt. As of December 31, 2019, interest rate swap
agreements were used as fair value hedges of approximately $3.8 billion of outstanding fixed rate
long-term borrowings. Additionally, interest rate swap agreements with a notional amount of $13.4
billion were used as cash flow hedges of interest payments associated with variable rate commercial
real estate loans. Further information on interest rate swap agreements is provided herein and in note
18 of Notes to Financial Statements.

Changes in the composition of the Company’s earning assets and interest-bearing liabilities, as
discussed herein, as well as changes in interest rates and spreads, can impact net interest income. Net
interest spread, or the difference between the taxable-equivalent yield on earning assets and the rate
paid on interest-bearing liabilities, was 3.48% in 2019, compared with 3.55% in 2018 and 3.27% in
2017. The yield on the Company’s earning assets increased 20 basis points to 4.53% in 2019 from
4.33% in 2018 and the rate paid on interest-bearing liabilities increased 27 basis points to 1.05% in
2019 from .78% in 2018. During 2017, the yield on earning assets was 3.82% and the rate paid on
interest-bearing liabilities was .55%. The higher rates earned on assets and paid on liabilities in each
comparison predominantly reflect the effect of increases in short-term interest rates initiated by the
Federal Reserve during 2017 and 2018, partially offset in 2019 by decreases in such rates initiated
during 2019. The increase in rates paid in 2019 on interest-bearing liabilities also reflects higher
rates paid on mortgage escrow deposits associated with growth in the Company’s residential
mortgage servicing activities. The rates paid on those deposits are often indexed to the federal funds
rate or LIBOR, and are higher than the rates paid on most other savings and interest-checking deposit
accounts.

Net interest-free funds consist largely of noninterest-bearing demand deposits and shareholders’
equity, partially offset by bank owned life insurance and non-earning assets, including goodwill and
core deposit and other intangible assets. Net interest-free funds averaged $37.2 billion in 2019,
compared with $39.1 billion in 2018 and $39.7 billion in 2017. The decreases in average net interest-
free funds in 2019 as compared with 2018 and 2017 reflect declines in balances of noninterest-
bearing deposits. Those deposits averaged $30.8 billion in 2019, $31.9 billion in 2018 and $32.5
billion in 2017. The declines in such balances since 2017 were largely due to lower levels of deposits
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of commercial and trust customers. Shareholders’ equity averaged $15.7 billion, $15.6 billion and
$16.3 billion in 2019, 2018 and 2017, respectively. Those balances reflect the impact of common
share repurchases as discussed herein under the heading “Capital.” Goodwill and core deposit and
other intangible assets averaged $4.6 billion in 2019 and $4.7 billion in each of 2018 and 2017. The
cash surrender value of bank owned life insurance averaged $1.8 billion in each of 2019, 2018 and
2017. Increases in the cash surrender value of bank owned life insurance are not included in interest
income, but rather are recorded in “other revenues from operations.” The contribution of net interest-
free funds to net interest margin was .36% in 2019, .28% in 2018 and .20% in 2017. The increases in
that contribution since 2017 reflect the higher rates on interest-bearing liabilities used to value net
interest-free funds.

Reflecting the changes to the net interest spread and the contribution of net interest-free funds
as described herein, the Company’s net interest margin was 3.84% in 2019, 3.83% in 2018 and
3.47% in 2017. Future changes in market interest rates or spreads, as well as changes in the
composition of the Company’s portfolios of earning assets and interest-bearing liabilities that result
in reductions in spreads, could adversely impact the Company’s net interest income and net interest
margin.

Management assesses the potential impact of future changes in interest rates and spreads by
projecting net interest income under several interest rate scenarios. In managing interest rate risk, the
Company has utilized interest rate swap agreements to modify the repricing characteristics of certain
portions of its earnings assets and interest-bearing liabilities. Periodic settlement amounts arising
from these agreements are reflected in either the yields on earning assets or the rates paid on interest-
bearing liabilities. The notional amount of interest rate swap agreements entered into for interest rate
risk management purposes was $17.2 billion (excluding $40.4 billion of forward-starting swap
agreements) at December 31, 2019, $7.3 billion (excluding $12.6 billion of forward-starting swap
agreements) at December 31, 2018 and $7.4 billion (excluding $2.0 billion of forward-starting swap
agreements) at December 31, 2017. Under the terms of those interest rate swap agreements, the
Company received payments based on the outstanding notional amount at fixed rates and made
payments at variable rates. At December 31, 2019, interest rate swap agreements with notional
amounts of $13.35 billion were serving as cash flow hedges of interest payments associated with
variable rate commercial real estate loans, compared with $2.85 billion at each of December 31, 2018
and 2017. At December 31, 2019, 2018 and 2017, interest swap agreements with notional amounts of
$3.80 billion, $4.45 billion and $4.55 billion, respectively, were serving as fair value hedges of fixed
rate long-term borrowings. The Company has entered into the forward-starting interest rate swap
agreements predominantly to extend the term of its interest rate swap agreements serving as cash
flow hedges, and provide a hedge against changing interest rates on certain of its variable rate loans.
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In a fair value hedge, the fair value of the derivative (the interest rate swap agreement) and
changes in the fair value of the hedged item are recorded in the Company’s consolidated balance
sheet with the corresponding gain or loss recognized in current earnings. The difference between
changes in the fair value of the interest rate swap agreements and the hedged items represents hedge
ineffectiveness and coincident with the Company’s adoption of amended hedge accounting guidance
on January 1, 2018 is recorded as an adjustment to the interest income or interest expense of the
respective hedged item. Prior to 2018, hedge ineffectiveness was recorded in “other revenues from
operations” in the Company’s consolidated statement of income. In a cash flow hedge, the effective
portion of the derivative’s gain or loss is initially reported as a component of other comprehensive
income and subsequently reclassified into earnings when the forecasted transaction affects earnings.
The ineffective portion of the derivative’s gain or loss on cash flow hedges is accounted for similar to
that associated with fair value hedges. The amounts of hedge ineffectiveness recognized in 2019,
2018 and 2017 were not material to the Company’s consolidated results of operations. Information
regarding the fair value of interest rate swap agreements and hedge ineffectiveness is presented in
note 18 of Notes to Financial Statements. Information regarding the effective portion of cash flow
hedges is presented in note 15 of Notes to Financial Statements. The changes in the fair values of the
interest rate swap agreements and the hedged items primarily result from the effects of changing
interest rates and spreads. The average notional amounts of interest rate swap agreements entered
into for interest rate risk management purposes, the related effect on net interest income and margin,
and the weighted-average interest rates paid or received on those swap agreements are presented in
table 10.

Table 10

INTEREST RATE SWAP AGREEMENTS

Year Ended December 31
2019 2018 2017
Amount Rate(a) Amount Rate(a) Amount Rate(a)

(Dollars in thousands)
Increase (decrease) in:

Interest iNCOME .........cceevveeereerereennennne. $ 13,011 01%$ (13,339) (01 %$ 3,916 — %
Interest eXpense .......coceeveereveereeeneeenne 15,136 .02 11,418 .02 (20,966)  (.03)
Net interest income/margin ................. $ (2,125) — %% (24,757) (.03)%$ 24,882 .02 %
Average notional amount (¢)..................... $16,248,356 $7,795,479 $4,766,575
Rate received (b) ...ooovveeeeveeeeenieicieeeeeen, 2.40 % 2.09 % 2.30 %
Rate paid (b)....coooverveeniiiiieniieieieeieee 2.42 % 241 % 1.79 %

(a) Computed as a percentage of average earning assets or interest-bearing liabilities.
(b) Weighted-average rate paid or received on interest rate swap agreements in effect during year.
(c¢) Excludes forward-starting interest rate swap agreements not in effect during the year.

In addition to interest rate swap agreements, the Company has entered into interest rate floor
agreements that are accounted for in the trading account rather than as hedging instruments but,
nevertheless, provide the Company with protection against the possibility of future declines in
interest rates on its earning assets. Outstanding notional amounts of such agreements totaled $15.6
billion at each of December 31, 2019 and December 31, 2018 and $6.3 billion at December 31, 2017.
The agreements outstanding at the 2019 year-end matured in January and February 2020. The fair
value of the interest rate floor agreements was $362 thousand at December 31, 2019, $1.9 million at
December 31, 2018 and $3.7 million at December 31, 2017 and was included in trading account
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assets in the consolidated balance sheet. Changes in the fair value of those agreements were recorded
as “trading account and foreign exchange gains” in the consolidated statement of income.

Provision for Credit Losses

The Company maintains an allowance for credit losses that in management’s judgment appropriately
reflects losses inherent in the loan and lease portfolio. A provision for credit losses is recorded to
adjust the level of the allowance as deemed necessary by management. The provision for credit
losses was $176 million in 2019, compared with $132 million in 2018 and $168 million in 2017. Net
charge-offs of loans were $144 million in 2019, $130 million in 2018 and $140 million in 2017. Net
charge-offs as a percentage of average loans and leases outstanding were .16% in each of 2019 and
2017, compared with .15% in 2018. A summary of the Company’s loan charge-offs, provision and
allowance for credit losses is presented in table 11 and in note 4 of Notes to Financial Statements.

Table 11

LOAN CHARGE-OFFS, PROVISION AND ALLOWANCE FOR CREDIT LOSSES

2019 2018 2017 2016 2015
(Dollars in thousands)

Allowance for credit losses beginning
Dalance .....co.evververieeeeieeeeee $1,019,444 $1,017,198 $ 988,997 $955,992 $919,562
Charge-offs during year
Commercial, financial,

leasing, etC. ...occvvvvereeneerieeieseee e 58,244 60,414 64,941 59,244 60,983
Real estate — construction.................... 10,280 262 267 137 3,221
Real estate — mortgage.........ccccceeueenee. 15,095 27,369 28,463 30,801 26,382
CONSUMET ....vveeieeeeiireeeeeeeeeieeeeeeeeeeareeenn 154,089 143,196 130,927 141,073 107,787

Total charge-offs .......cccceevevvereenennne 237,708 231,241 224,598 231,255 198,373

Recoveries during year
Commercial, financial,

leasing, etC. ...occveveereereerieeieseeie e 24,581 27,903 21,196 30,167 30,284
Real estate — construction.................... 1,355 19,379 8,894 4,062 6,308
Real estate — mortgage.........ccccceeueenee. 10,785 8,322 12,671 11,124 7,626
CONSUMET ....vveeieeeeiieeeeeeeeeereeeeeeeeeeireeene 56,614 45,883 42,038 28,907 20,585

Total reCOVETIEsS .....oeevvveeeerreeeereeeenns 93,335 101,487 84,799 74,260 64,803
Net charge-offs ......ccccveveeeiercienieicieeee, 144,373 129,754 139,799 156,995 133,570
Provision for credit 10SSES......ccccvvvveeeeeennnnn.. 176,000 132,000 168,000 190,000 170,000
Allowance for credit losses ending
Dalance .......cccoveeeeiuieeeeieeeeeee e $1,051,071 $1,019,444 $1,017,198 $988,997 $955,992
Net charge-offs as a percent of:
Provision for credit losses ..................... 82.03% 98.30% 83.21% 82.63% 78.57%
Average loans and leases, net of
unearned diSCount...........ccoevvveeeeeenne. 16% 15% 16% 18% 19%

Allowance for credit losses as a
percent of loans and leases, net of
unearned discount, at year-end ................ 1.16% 1.15% 1.16% 1.09 % 1.09%

Loans acquired in connection with acquisition transactions subsequent to 2008 were recorded at

fair value with no carry-over of any previously recorded allowance for credit losses. Determining the
fair value of the acquired loans required estimating cash flows expected to be collected on the loans
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and discounting those cash flows at then-current interest rates. For acquired loans where fair value
was less than outstanding principal as of the acquisition date and the resulting discount was due, at
least in part, to credit deterioration, the excess of expected cash flows over the carrying value of the
loans was recognized as interest income over the lives of loans. The difference between contractually
required payments and the cash flows expected to be collected was referred to as the nonaccretable
balance and was not recorded on the consolidated balance sheet. The nonaccretable balance reflected
estimated future credit losses and other contractually required payments that the Company did not
expect to collect. The Company regularly evaluated the reasonableness of its cash flow projections
associated with such loans, including its estimates of lifetime principal losses. Any decreases to the
expected cash flows required the Company to evaluate the need for an additional allowance for credit
losses. Any significant increases in expected cash flows resulted in additional interest income to be
recognized over the then-remaining lives of the loans. The carrying amount of loans acquired at a
discount subsequent to 2008 and accounted for based on expected cash flows was $536 million and
$727 million at December 31, 2019 and 2018, respectively. The nonaccretable balance related to
remaining principal losses associated with loans acquired at a discount as of December 31, 2019 and
2018 is presented in table 12.

During each of the last three years, based largely on improving economic conditions and
borrower repayment performance, the Company’s estimates of cash flows expected to be generated
by loans acquired at a discount and accounted for based on expected cash flows improved, resulting
in increases in the accretable yield. In 2019, estimated cash flows expected to be generated by
acquired loans increased by $48 million, or approximately 5%, compared with increases of $55
million in 2018 and $66 million in 2017. Those improvements reflected higher estimated principal,
interest and other recoveries, largely associated with commercial and residential real estate loans.

Table 12
NONACCRETABLE BALANCE — PRINCIPAL
Remaining balance
December 31, December 31,
2019 2018
(In thousands)
Commercial, financial, 1€asing, €C.........ccceeririeririeriiiereeie e $ 292 3,106
COMMETCIAL TEAL ESTALE ..ttt e e e e e et eeeeeeeeeeeeeeeeaeaaaaaans 1,620 7,545
RESIAENTIAL TEAL ESTALE .coeeeeeeeeeeeeeeeeeee e e e e e e e e e e e e e e e e e e e eeeeeaeeaeeeas 15,830 25,817
COMSUITIET .....uvvieeeeeiiieee e e ettt e e e eeeteeeeeeeetabeeeeeeeareeeeeeeessaseeeeeessaseeseessssseaeeeasnsreseeeenanees 733 6,099
0] 72 LR $ 18,475 42,567

For acquired loans where the fair value exceeded the outstanding principal balance, the
resulting premium is recognized as a reduction of interest income over the lives of the loans.
Immediately following the acquisition date and thereafter, an allowance for credit losses is recorded
for incurred losses inherent in the portfolio, consistent with the accounting for originated loans and
leases. The carrying amount of loans acquired in 2015 at a premium was $7.4 billion and $9.3 billion
at December 31, 2019 and December 31, 2018, respectively. GAAP does not allow the credit loss
component of the net premium associated with those loans to be bifurcated and accounted for as a
nonaccreting balance as is the case with purchased impaired loans and other loans acquired at a
discount. Rather, subsequent to the acquisition date, incurred losses associated with those loans are
evaluated using methods consistent with those applied to originated loans and such losses are
considered by management in evaluating the Company’s allowance for credit losses.
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Nonaccrual loans aggregated $963 million at December 31, 2019, compared with $894 million
and $883 million at December 31, 2018 and 2017, respectively. As a percentage of total loans and
leases outstanding, nonaccrual loans represented 1.06% at December 31, 2019, compared with 1.01%
and 1.00% at December 31, 2018 and 2017, respectively. The higher level of nonaccrual loans at
December 31, 2019 as compared with December 31, 2018 reflects the addition of a commercial loan
to a wholesale distributor during the 2019’s third quarter that had an outstanding balance at the 2019
year-end of $89 million.

Accruing loans past due 90 days or more (excluding loans acquired at a discount) were $519
million or .57% of total loans and leases at December 31, 2019, compared with $223 million or .25%
at December 31, 2018 and $244 million or .28% at December 31, 2017. Those amounts included
loans guaranteed by government-related entities of $480 million, $192 million and $235 million at
December 31, 2019, 2018 and 2017, respectively. Guaranteed loans included one-to-four family
residential mortgage loans serviced by the Company that were repurchased to reduce associated
servicing costs, including a requirement to advance principal and interest payments that had not been
received from individual mortgagors. Despite the loans being purchased by the Company, the
insurance or guarantee by the applicable government-related entity remains in force. The outstanding
principal balances of the repurchased loans that are guaranteed by government-related entities totaled
$452 million at December 31, 2019, $165 million at December 31, 2018 and $207 million at
December 31, 2017. The increase in such loans at December 31, 2019 as compared with the prior
year-ends resulted from loans associated with servicing the Company added in 2019. The remaining
accruing loans past due 90 days or more not guaranteed by government-related entities were loans
considered to be with creditworthy borrowers that were in the process of collection or renewal. A
summary of nonperforming assets and certain past due, renegotiated and impaired loan data and
credit quality ratios is presented in table 13.
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Table 13

NONPERFORMING ASSET AND PAST DUE, RENEGOTIATED AND IMPAIRED LOAN DATA

2019 2018 2017 2016 2015
December 31 (Dollars in thousands)
Nonaccrual 10ans.........ccceeevveeeeiiieeiee e $ 963,112 893,608 882,598 920,015 799,409
Real estate and other foreclosed assets ..........ccoevvvnnnee 85,646 78,375 111,910 139,206 195,085
Total nonperforming assets ........cccceeeevvereerreneerueneenn $1,048,758 971,983 994,508 1,059,221 994,494
Accruing loans past due 90 days or more(a)................. $ 518,728 222,527 244,405 300,659 317,441
Government guaranteed loans included in totals
above:
Nonaccrual 10ansS...........eevvveeveiiiiiiieiiieieeieieiiieienes $ 50,891 34,667 35,677 40,610 47,052
Accruing loans past due 90 days or more............... 479,829 192,443 235,489 282,659 276,285
Renegotiated 10ans ...........ccoceevereenienienenieienceeecne $ 234,424 245367 221,513 190,374 182,865
Acquired accruing loans past due 90 days or
[10103 =1 (o) ISR $ 39,632 39,750 47,418 61,144 68,473
Purchased impaired loans(c):
Outstanding customer balance...........c..cccceeeienneene. $ 415413 529,520 688,091 927,446 1,204,004
Carrying amount ...........coeeeeeveeneeneeneneeneneenennens 227,545 303,305 410,015 578,032 768,329
Nonaccrual loans to total loans and leases, net of
unearned diSCOUNLt............cccviiieiieeeiieeeie e, 1.06% 1.01% 1.00% 1.01% 91%
Nonperforming assets to total net loans and leases and
real estate and other foreclosed assets....................... 1.15% 1.10% 1.13% 1.16% 1.13%
Accruing loans past due 90 days or more(a) to total
loans and leases, net of unearned discount................ S57% 25% 28% 33% 36%

(a)  Excludes loans acquired at a discount. Predominantly residential real estate loans.

(b)  Loans acquired at a discount that were recorded at fair value at acquisition date. This category does not
include purchased impaired loans that are presented separately.

(c) Accruing loans acquired at a discount that were impaired at acquisition date and recorded at fair value.

Purchased impaired loans are loans obtained in acquisition transactions subsequent to 2008 that
as of the acquisition date were specifically identified as displaying signs of credit deterioration and
for which the Company did not expect to collect all contractually required principal and interest
payments. Those loans were impaired at the date of acquisition, were recorded at estimated fair value
and were generally delinquent in payments, but, in accordance with GAAP, the Company continued
to accrue interest income on such loans based on the estimated expected cash flows associated with
the loans. The carrying amount of such loans aggregated $228 million at December 31, 2019, or .3%
of total loans. Purchased impaired loans totaled $303 million at December 31, 2018.

The Company modified the terms of select loans in an effort to assist borrowers. If the borrower
was experiencing financial difficulty and a concession was granted, the Company considered such
modifications as troubled debt restructurings. Loan modifications included such actions as the
extension of loan maturity dates and the lowering of interest rates and monthly payments. The
objective of the modifications was to increase loan repayments by customers and thereby reduce net
charge-offs. In accordance with GAAP, the modified loans are included in impaired loans for
purposes of determining the level of the allowance for credit losses. Information about modifications
of loans that are considered troubled debt restructurings is included in note 3 of Notes to Financial
Statements.
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Residential real estate loans modified under specified loss mitigation programs prescribed by
government guarantors have not been included in renegotiated loans because the loan guarantee
remains in full force and, accordingly, the Company has not granted a concession with respect to the
ultimate collection of the original loan balance. Such loans totaled $203 million and $179 million
million at December 31, 2019 and December 31, 2018, respectively.

Charge-offs of commercial loans and leases, net of recoveries, aggregated $34 million in 2019,
$33 million in 2018 and $44 million in 2017. Commercial loans and leases in nonaccrual status were
$347 million at December 31, 2019, $234 million at December 31, 2018 and $241 million at
December 31, 2017. The higher balance in 2019 reflects the third quarter addition of a loan to a
wholesale distributer with an outstanding balance of $89 million at December 31, 2019.

Net charge-offs of commercial real estate loans totaled $9 million during 2019, compared with
net recoveries of previously charged-off commercial real estate loans of $9 million during 2018 and
$5 million in 2017. Reflected in the 2018 amount was a $13 million recovery associated with a hotel
property. Commercial real estate loans classified as nonaccrual were $195 million at December 31,
2019, $231 million at December 31, 2018 and $202 million at December 31, 2017. Nonaccrual
commercial real estate loans included construction-related loans of $37 million, $27 million and $17
million at the end of 2019, 2018 and 2017, respectively.

Net charge-offs of residential real estate loans totaled $5 million in 2019, $9 million in 2018
and $12 million in 2017. Residential real estate loans in nonaccrual status at December 31, 2019
were $319 million, compared with $318 million and $332 million at December 31, 2018 and 2017,
respectively. Nonaccrual limited documentation first mortgage loans aggregated $83 million at
December 31, 2019, compared with $85 million and $96 million at December 31, 2018 and 2017,
respectively. Limited documentation first mortgage loans represent loans secured by residential real
estate that at origination typically included some form of limited borrower documentation
requirements as compared with more traditional loans. The Company no longer originates limited
documentation loans. Residential real estate loans past due 90 days or more and accruing interest
(excluding loans acquired at a discount) totaled $487 million at December 31, 2019, $190 million at
December 31, 2018 and $233 million at December 31, 2017. A substantial portion of such amounts
related to guaranteed loans repurchased from government-related entities, including the previously
noted repurchases of loans associated with servicing that the Company added in 2019. Information
about the location of nonaccrual and charged-off residential real estate loans as of and for the year
ended December 31, 2019 is presented in table 14.
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Table 14

SELECTED RESIDENTIAL REAL ESTATE-RELATED LOAN DATA

Year Ended
December 31, 2019 December 31, 2019
Net Charge-offs
Nonaccrual (Recoveries)
Percent of
Percent of Average
Outstanding Outstanding Outstanding
Balances Balances Balances Balances Balances
(Dollars in thousands)
Residential mortgages:
NEW YOTK ..ottt s $ 4,861,799 §$ 73,798 1.52% $ 1,029 .02%
Pennsylvania .........cccooevieirienieineneeeseee e 1,125,759 14,328 1.27 81 .01
Maryland ..........coceceeerenieininieineneeeee e 1,135,666 12,513 1.10 (447) (.04)
INEW JEISY vttt sttt ettt sttt 3,090,440 60,763 1.97 3,018 .09
Other Mid-Atlantic (a) .. 1,017,351 8,681 .85 (1,186) (.12)
Other.......cccoecvevvennennen. 2,757,668 63,827 231 2,079 .08
TOLAL .ttt s $ 13,988,683 $ 233,910 1.67% $ 4,574 .03%
Residential construction loans:
NEW YOTK ..onvieiiiieiiieieieeeeeseetee sttt s $ 30,793  $ 147 48% $ — —%
Pennsylvania ... 7,626 569 7.46 57 18
Maryland...... 11,983 149 1.24 — —
INEW JEISCY ..ottt ettt sttt st re e s ne e 13,546 — — — —
Other Mid-Atlantic (2) .....covvevveeeerierieeienieneeienieeeene e 21,476 830 3.86 — —
OUNET ...ttt et beesaesaeesaesans 8,318 58 .70 37 .61
TOLAL .ottt st $ 93,742 $ 1,753 1.87% $ 94 14 %
Limited documentation first mortgages:
NEW YOTK ..ottt $ 929,686 $ 32,787 353% $  (188) (.02 %)
Pennsylvania .......c.cccceeiriiiiineniieneeeee e 43218 2,595 6.00 (38) (.08)
Maryland ..........coccoeeerenieininie e 24,118 2,607 10.81 10 (.04)
INEW JEISCY ..ottt sttt b e s eee e 771,459 24,967 3.24 766 .09
Other Mid-Atlantic (2) .....cevvevveeeerieriieienieneeienieeeesee e 10,313 980 9.50 (383) (1.92)
294,875 19,491 6.61 (328) (.10)
$ 2,073,669 $ 83,427 4.02% $ (161) (.01 %)
First lien home equity loans and lines of credit:
NEW YOTK oottt ettt $ 1,118,292 $ 14,249 127% $ 1,280 11%
Pennsylvania ... 677,735 8,500 1.25 827 12
Maryland...... 561,336 6,572 1.17 727 13
New Jersey ............. 68,550 899 1.31 11 .02
Other Mid-Atlantic (2) ....ccevverveeeerierieienieseeienieeeesee e 185,943 2,396 1.29 165 .09
ONET ...t 32,842 1,320 4.02 69 22
TOLAL .ttt st $ 2,644,698 §$ 33,936 1.28% $ 3,079 11%
Junior lien home equity loans and lines of credit:
New York.... $ 673431 $ 14,354 213% $ 500 .07 %
Pennsylvania ... 251,359 2,997 1.19 306 12
Maryland ..........cooeoeeeieiieiniee e 529,723 7,191 1.36 (290) (.05)
INEW JETSEY ..ottt 96,355 1,310 1.36 1,670 1.69
Other Mid-Atlantic (2) .....ceeevveeeerienieienieeeeienieeeeree e 239,706 2,079 .87 6 —
ONET ...ttt 40,864 993 243 127 31
TOLAL c.eeeeteeee ettt st $ 1,831,438 § 28,924 1.58% $ 2,319 12%
Limited documentation junior lien:
INEW YOIK ...eeeieieieiececececece s nnas $ 573 $ 35 611% $ 4) (.69 %)
Pennsylvania .........ccccoeeveineniiinineieieeee e 218 — — — —
Maryland ..........ooeoeeereniiine e 1,077 50 4.64 83 6.91
INEW JETSCY ..ottt 123 — — 146 48.66
Other Mid-Atlantic (a) .. 537 33 6.15 — —
Other.......coceeeevenenen. 2,953 237 8.03 (70) (2.20)
TOLAL .ttt st $ 5481 $ 355 6.48% $ 155 2.54 %

(a)  Includes Delaware, Virginia, West Virginia and the District of Columbia.
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Net charge-offs of consumer loans aggregated $97 million in each of 2019 and 2018, compared
with $89 million in 2017. Included in net charge-offs of consumer loans were: automobile loans of
$24 million in 2019, $33 million in 2018 and $34 million in 2017; recreational finance loans of $26
million, $17 million and $16 million during 2019, 2018 and 2017, respectively; and home equity
loans and lines of credit secured by one-to-four family residential properties of $6 million in 2019, $7
million in 2018 and $11 million in 2017. Nonaccrual consumer loans were $102 million at
December 31, 2019, compared with $110 million and $108 million at December 31, 2018 and 2017,
respectively. Included in nonaccrual consumer loans at the 2019, 2018 and 2017 year-ends were:
automobile loans of $21 million, $23 million and $24 million, respectively; recreational finance loans
of $14 million, $11 million and $6 million, respectively; and outstanding balances of home equity
loans and lines of credit of $63 million, $71 million and $75 million, respectively. Information about
the location of nonaccrual and charged-off home equity loans and lines of credit as of and for the
year ended December 31, 2019 is presented in table 14. Information about past due and nonaccrual
loans as of December 31, 2019 and 2018 is also included in note 3 of Notes to Financial Statements.

Real estate and other foreclosed assets totaled $86 million at December 31, 2019, compared
with $78 million at December 31, 2018 and $112 million at December 31, 2017. Net gains or losses
associated with real estate and other foreclosed assets were not material in 2019, 2018 or 2017. At
December 31, 2019, the Company’s holding of residential real estate-related properties comprised
approximately 89% of foreclosed assets.

Management determined the allowance for credit losses pursuant to the incurred loss accounting
provisions of GAAP by performing ongoing evaluations of the loan and lease portfolio, including such
factors as the differing economic risks associated with each loan category, the financial condition of
specific borrowers, the economic environment in which borrowers operate, the level of delinquent
loans, the value of any collateral and, where applicable, the existence of any guarantees or
indemnifications. Management evaluated the impact of changes in interest rates and overall economic
conditions on the ability of borrowers to meet repayment obligations when quantifying the Company’s
exposure to credit losses and the allowance for such losses as of each reporting date. Factors also
considered by management when performing its assessment, in addition to general economic
conditions and the other factors described above, included, but were not limited to: (i) the impact of real
estate values on the Company’s portfolio of loans secured by commercial and residential real estate;
(i) the concentrations of commercial real estate loans in the Company’s loan portfolio; (iii) the amount
of commercial and industrial loans to businesses in areas of New York State outside of the New York
City metropolitan area and in central Pennsylvania that have historically experienced less economic
growth and vitality than the vast majority of other regions of the country; (iv) the expected repayment
performance associated with the Company’s first and second lien loans secured by residential real
estate; and (v) the size of the Company’s portfolio of loans to individual consumers, which historically
have experienced higher net charge-offs as a percentage of loans outstanding than other loan types. The
level of the allowance is adjusted based on the results of management’s analysis.

Management cautiously and conservatively evaluated the allowance for credit losses as of
December 31, 2019 in light of: (i) residential real estate values and the level of delinquencies of loans
secured by residential real estate; (ii) economic conditions in the markets served by the Company;
(ii1) slower growth in private sector employment in upstate New York and central Pennsylvania than
in other regions served by the Company and nationally; (iv) the significant subjectivity involved in
commercial real estate valuations; and (v) the amount and type of loan growth experienced by the
Company. While there has been general improvement in economic conditions in recent years,
concerns exist about the ongoing sustainability of such improvements; the volatile nature of global
commodity and export markets, including the impact international economic conditions could have
on the U.S. economy; Federal Reserve positioning of monetary policy; and continued stagnant
population growth in the upstate New York and central Pennsylvania regions (approximately 52% of
the Company’s loans and leases are to customers in New York State and Pennsylvania).
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As described in note 4 of Notes to Financial Statements, the Company utilizes a loan grading
system to differentiate risk amongst its commercial loans and commercial real estate loans. Loans
with a lower expectation of default are assigned one of ten possible “pass” loan grades and are
generally ascribed lower loss factors when determining the allowance for credit losses. Loans with an
elevated level of credit risk are classified as “criticized” and are ascribed a higher loss factor when
determining the allowance for credit losses. Criticized loans may be classified as “nonaccrual” if the
Company no longer expects to collect all amounts according to the contractual terms of the loan
agreement or the loan is delinquent 90 days or more. Criticized commercial loans and commercial
real estate loans totaled $2.5 billion at December 31, 2019, compared with $2.7 billion at
December 31, 2018. The decline reflects loans that were paid off during 2019 and the removal of
loans to customers experiencing improved financial condition.

Loan officers in different geographic locations with the support of the Company’s credit
department personnel continuously review and reassign loan grades based on their detailed
knowledge of individual borrowers and their judgment of the impact on such borrowers resulting
from changing conditions in their respective regions. At least annually, updated financial information
is obtained from commercial borrowers associated with pass grade loans and additional analysis is
performed. On a quarterly basis, the Company’s centralized credit department reviews all criticized
commercial loans and commercial real estate loans greater than $1 million to determine the
appropriateness of the assigned loan grade, including whether the loan should be reported as accruing
or nonaccruing. For criticized nonaccrual loans, additional meetings are held with loan officers and
their managers, workout specialists and senior management to discuss each of the relationships. In
analyzing criticized loans, borrower-specific information is reviewed, including operating results,
future cash flows, recent developments and the borrower’s outlook, and other pertinent data. The
timing and extent of potential losses, considering collateral valuation and other factors, and the
Company’s potential courses of action are contemplated. To the extent that these loans are collateral-
dependent, they are evaluated based on the fair value of the loan’s collateral as estimated at or near
the financial statement date. As the quality of a loan deteriorates to the point of classifying the loan
as “criticized,” the process of obtaining updated collateral valuation information is usually initiated,
unless it is not considered warranted given factors such as the relative size of the loan, the
characteristics of the collateral or the age of the last valuation. In those cases where current appraisals
may not yet be available, prior appraisals are utilized with adjustments, as deemed necessary, for
estimates of subsequent declines in value as determined by line of business and/or loan workout
personnel in the respective geographic regions. Those adjustments are reviewed and assessed for
reasonableness by the Company’s credit department. Accordingly, for real estate collateral securing
larger commercial loans and commercial real estate loans, estimated collateral values are based on
current appraisals and estimates of value. For non-real estate loans, collateral is assigned a
discounted estimated liquidation value and, depending on the nature of the collateral, is verified
through field exams or other procedures. In assessing collateral, real estate and non-real estate values
are reduced by an estimate of selling costs.

With regard to residential real estate loans, the Company’s loss identification and estimation
techniques make reference to loan performance and house price data in specific areas of the country
where collateral securing the Company’s residential real estate loans is located. For residential real
estate-related loans, including home equity loans and lines of credit, the excess of the loan balance
over the net realizable value of the property collateralizing the loan is charged-off when the loan
becomes 150 days delinquent. That charge-off is based on recent indications of value from external
parties that are generally obtained shortly after a loan becomes nonaccrual. Loans to consumers that
file for bankruptcy are generally charged off to estimated net collateral value shortly after the
Company is notified of such filings. At December 31, 2019, approximately 59% of the Company’s
home equity portfolio consisted of first lien loans and lines of credit. Of the remaining junior lien
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loans in the portfolio, approximately 60% (or approximately 24% of the aggregate home equity
portfolio) consisted of junior lien loans that were behind a first lien mortgage loan that was not
owned or serviced by the Company. To the extent known by the Company, if a senior lien loan
would be on nonaccrual status because of payment delinquency, even if such senior lien loan was not
owned by the Company, the junior lien loan or line that is owned by the Company is placed on
nonaccrual status. The balance of junior lien loans and lines that were in nonaccrual status solely as a
result of first lien loan performance was $6 million and $10 million at December 31, 2019 and 2018,
respectively. In monitoring the credit quality of its home equity portfolio for purposes of determining
the allowance for credit losses, the Company reviews delinquency and nonaccrual information and
considers recent charge-off experience. When evaluating individual home equity loans and lines of
credit for charge off and for purposes of estimating incurred losses in determining the allowance for
credit losses, the Company gives consideration to the required repayment of any first lien positions
related to collateral property. Home equity line of credit terms vary but such lines are generally
originated with an open draw period of ten years followed by an amortization period of up to twenty
years. At December 31, 2019, approximately 83% of all outstanding balances of home equity lines of
credit related to lines that were still in the draw period, the weighted-average remaining draw periods
were approximately five years, and approximately 22% were making contractually allowed payments
that do not include any repayment of principal.

Factors that influence the Company’s credit loss experience include overall economic
conditions affecting businesses and consumers, generally, but also residential and commercial real
estate valuations, in particular, given the size of the Company’s real estate loan portfolios.
Commercial real estate valuations can be highly subjective, as they are based upon many
assumptions. Such valuations can be significantly affected over relatively short periods of time by
changes in business climate, economic conditions, interest rates and, in many cases, the results of
operations of businesses and other occupants of the real property. Similarly, residential real estate
valuations can be impacted by housing trends, the availability of financing at reasonable interest
rates, and general economic conditions affecting consumers.

In determining the allowance for credit losses, the Company estimates losses attributable to
specific troubled credits identified through both normal and targeted credit review processes and also
estimates losses inherent in other loans and leases. In quantifying incurred losses, the Company
considers the factors and uses the techniques described herein and in note 4 of Notes to Financial
Statements. For purposes of determining the level of the allowance for credit losses, the Company
segments its loan and lease portfolio by loan type. The amount of specific loss components in the
Company’s loan and lease portfolios is determined through a loan-by-loan analysis of commercial
loans and commercial real estate loans in nonaccrual status. Measurement of the specific loss
components is typically based on expected future cash flows, collateral values or other factors that may
impact the borrower’s ability to pay. Losses associated with residential real estate loans and consumer
loans are generally determined by reference to recent charge-off history and are evaluated (and adjusted
if deemed appropriate) through consideration of other factors including near-term forecasted loss
estimates developed by the Company’s credit department. These forecasts give consideration to overall
borrower repayment performance and current geographic region changes in collateral values using third
party published historical price indices or automated valuation methodologies. With regard to collateral
values, the realizability of such values by the Company contemplates repayment of any first lien
position prior to recovering amounts on a junior lien position. Approximately 41% of the Company’s
home equity portfolio consists of junior lien loans and lines of credit. Except for consumer loans and
residential real estate loans that are considered smaller balance homogeneous loans and are evaluated
collectively and loans obtained at a discount in acquisition transactions, the Company considers a loan
to be impaired when, based on current information and events, it is probable that the Company will be
unable to collect all amounts according to the contractual terms of the loan agreement or the loan is
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delinquent 90 days or more and has been placed in nonaccrual status. Those impaired loans are
evaluated for specific loss components. Modified loans, including smaller balance homogenous loans,
that are considered to be troubled debt restructurings are evaluated for impairment giving consideration
to the impact of the modified loan terms on the present value of the loan’s expected cash flows. Loans
less than 90 days delinquent are deemed to have a minimal delay in payment and are generally not
considered to be impaired. For loans acquired at a discount, the impact of estimated future credit losses
represents the predominant difference between contractually required payments and the cash flows
expected to be collected. Subsequent decreases to those expected cash flows require the Company to
evaluate the need for an additional allowance for credit losses and could lead to charge-offs of acquired
loan balances. Additional information regarding the Company’s process for determining the allowance
for credit losses is included in note 4 of Notes to Financial Statements.

The inherent base level loss components of the Company’s allowance for credit losses are
generally determined by applying loss factors to specific loan balances based on loan type and
management’s classification of commercial loans and commercial real estate loans under the
Company’s loan grading system. As previously described, loan officers are responsible for
continually assigning grades to these loans based on standards outlined in the Company’s Credit
Policy. Internal loan grades are also extensively monitored by the Company’s credit department to
ensure consistency and strict adherence to the prescribed standards. Loan balances utilized in the
inherent base level loss component computations exclude loans and leases for which specific
allocations are maintained. Loan grades are assigned loss factors that reflect the Company’s loss
estimate for each group of loans and leases. Factors considered in assigning loan grades and loss
factors include borrower-specific information related to expected future cash flows and operating
results, collateral values, financial condition, payment status, and other information; levels of and
trends in portfolio charge-offs and recoveries; levels of and trends in portfolio delinquencies and
impaired loans; changes in the risk profile of specific portfolios; trends in volume and terms of loans;
effects of changes in credit concentrations; and observed trends and practices in the banking industry.
In determining the allowance for credit losses, management also gives consideration to such factors
as customer, industry and geographic concentrations, as well as national and local economic
conditions, including: (i) the comparatively poorer economic conditions and unfavorable business
climate in many market regions served by the Company, including upstate New York and central
Pennsylvania, that result in such regions generally experiencing significantly lesser economic growth
and vitality as compared with much of the rest of the country; (ii) portfolio concentrations regarding
loan type, collateral type and geographic location, in particular the large concentrations of
commercial real estate loans secured by properties in the New York City area and other areas of New
York State; and (iii) risk associated with the Company’s portfolio of consumer loans which generally
have higher rates of loss than other types of collateralized loans.

The inherent base level loss components related to residential real estate loans and consumer
loans are generally determined by applying loss factors to portfolio balances after consideration of
payment performance and recent loss experience and trends, which are mainly driven by current
collateral values in the market place as well as the amount of loan defaults. Loss rates for loans
secured by residential real estate, including home equity loans and lines of credit, are determined by
reference to recent charge-off history and are evaluated (and adjusted if deemed appropriate) through
consideration of other factors as previously described.

In evaluating collateral, the Company relies on internally and externally prepared valuations.
Residential real estate valuations are usually based on sales of comparable properties in the
respective location. Commercial real estate valuations also refer to sales of comparable properties but
oftentimes are based on calculations that utilize many assumptions and, as a result, can be highly
subjective. Specifically, commercial real estate values can be significantly affected over relatively
short periods of time by changes in business climate, economic conditions and interest rates, and, in
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many cases, the results of operations of businesses and other occupants of the real property.
Additionally, management is aware that there is oftentimes a delay in the recognition of credit quality
changes in loans and, as a result, in changes to assigned loan grades due to time delays in the
manifestation and reporting of underlying events that impact credit quality. Accordingly, loss
estimates derived from the inherent base level loss component computation are adjusted for current
national and local economic conditions and trends. The Federal Reserve stated in December 2019
that the U.S. labor market remains strong and that economic activity has been rising at a moderate
rate. Job gains have been solid, on average, in recent months, and the unemployment rate has
remained low. Although household spending has been rising at a strong pace, business fixed
investment and exports remain weak. Economic indicators in the most significant market regions
served by the Company also showed improvement in 2019. For example, in 2019, average private
sector employment in areas served by the Company was 1.1% above year-ago levels, but still trailed
the 1.8% U.S. average growth rate. Private sector employment increased 1.0% in upstate New York,
0.8% in areas of Pennsylvania served by the Company, 1.2% in New Jersey, 0.6% in Maryland, 1.2%
in Greater Washington D.C. and 0.9% in Delaware. In New York City, private sector employment
increased by 2.0% in 2019.

The specific loss components and the inherent base level loss components together comprise the
total base level or “allocated” allowance for credit losses. Such allocated portion of the allowance
represents management’s assessment of losses existing in specific larger balance loans that are
reviewed in detail by management and pools of other loans that are not individually analyzed. In
addition, the Company has always provided an inherent unallocated portion of the allowance that is
intended to recognize probable losses that are not otherwise identifiable. The inherent unallocated
allowance includes management’s subjective determination of amounts necessary for such things as
the possible use of imprecise estimates in determining the allocated portion of the allowance and
other risks associated with the Company’s loan portfolio which may not be specifically allocable.

A comparative allocation of the allowance for credit losses for each of the past five year-ends is
presented in table 15. Amounts were allocated to specific loan categories based on information
available to management at the time of each year-end assessment and using the methodology
described herein. Variations in the allocation of the allowance by loan category as a percentage of
those loans reflect changes in management’s estimate of specific loss components and inherent base
level loss components, including the impact of delinquencies and nonaccrual loans. The unallocated
portion of the allowance for credit losses was equal to .09% of gross loans outstanding at each of
December 31, 2019 and December 31, 2018. Considering the inherent imprecision in the many
estimates used in the determination of the allocated portion of the allowance, management
deliberately remained cautious and conservative in establishing the overall allowance for credit
losses. Given the Company’s high concentration of real estate loans and considering the other factors
already discussed herein, management considers the allocated and unallocated portions of the
allowance for credit losses to be prudent and reasonable. Furthermore, the Company’s allowance is
general in nature and is available to absorb losses from any loan or lease category. Additional
information about the allowance for credit losses is included in note 4 of Notes to Financial
Statements.
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Table 15

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES TO LOAN CATEGORIES

December 31 2019 2018 2017 2016 2015
(In thousands)

Commercial, financial,

leasing, etC. .....cceeeeeeeveeerieeeenns $ 366,094 $ 330,055 $ 328,599 $330,833 $300,404
Real estate..........ccceevveeecveeeieennnen. 378,234 410,780 439,490 423,846 399,069
CONSUMET.......eeerveiiiieeeieeeiieeee. 229,118 200,564 170,809 156,288 178,320
Unallocated..........ccoooveeeeenniennnen. 77,625 78,045 78,300 78,030 78,199
Total....ooooeeeiieeeeeeeee $1,051,071 $1,019,444 $1,017,198 $988,997 $955,992
As a Percentage of Gross Loans
and Leases Qutstanding

Commercial, financial,

leasing, etC. ....occeevververeeerieeaens 1.53% 1.43% 1.50% 1.45% 1.46%
Real estate.......cooevvumeeeeeeeeeeeennennnne. 73 .80 .83 75 12
CONSUMET .....eeeeeeeeeeeeeeeeeeeeeeeennn 1.49 1.44 1.29 1.29 1.54

Management believes that the allowance for credit losses at December 31, 2019 appropriately
reflected credit losses inherent in the portfolio as of that date. The allowance for credit losses totaled
$1.05 billion at December 31, 2019 and $1.02 billion at each of December 31, 2018 and December
31, 2017. As a percentage of loans outstanding, the allowance was 1.16% at each of December 31,
2019 and 2017 and 1.15% at December 31, 2018. The level of the allowance reflects management’s
evaluation of the loan and lease portfolio using the methodology and considering the factors as
described herein. The ratio of the allowance for credit losses to nonaccrual loans at the end of 2019,
2018 and 2017 was 109%, 114% and 115%, respectively. Given the Company’s general position as a
secured lender and its practice of charging-off loan balances when collection is deemed doubtful, that
ratio and changes in that ratio are generally not an indicative measure of the adequacy of the
Company’s allowance for credit losses, nor does management rely upon that ratio in assessing the
adequacy of the Company’s allowance for credit losses. The level of the allowance reflects
management’s evaluation of the loan and lease portfolio as of each respective date.

In establishing the allowance for credit losses, management follows the methodology described
herein, including taking a conservative view of borrowers’ abilities to repay loans. The establishment of
the allowance is subjective and requires management to make many judgments about borrower,
industry, regional and national economic health and performance. In order to present examples of the
possible impact on the allowance from certain changes in credit quality factors, the Company assumed
the following scenarios for possible deterioration of credit quality:

e  For consumer loans and leases considered smaller balance homogenous loans and evaluated

collectively, a 40 basis point increase in loss factors;

e  For residential real estate loans and home equity loans and lines of credit, also considered
small balance homogenous loans and evaluated collectively, a 15% increase in estimated
inherent losses; and

° For commercial loans and commercial real estate loans, a migration of loans to lower-ranked
risk grades resulting in a 30% increase in the balance of classified credits in each risk grade.

For possible improvement in credit quality factors, the scenarios assumed were:
) For consumer loans and leases, a 20 basis point decrease in loss factors;
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e  For residential real estate loans and home equity loans and lines of credit, a 10% decrease in
estimated inherent losses; and

e  For commercial loans and commercial real estate loans, a migration of loans to higher-
ranked risk grades resulting in a 5% decrease in the balance of classified credits in each risk
grade.

The scenario analyses resulted in an additional $104 million that could be identifiable under the
assumptions for credit deterioration, whereas under the assumptions for credit improvement a $41
million reduction could occur. These examples are only a few of numerous reasonably possible
scenarios that could be utilized in assessing the sensitivity of the allowance for credit losses based on
changes in assumptions and other factors.

The Company had no concentrations of credit extended to any specific industry that exceeded
10% of total loans at December 31, 2019, however residential real estate loans comprised
approximately 18% of the loan portfolio. Outstanding loans to foreign borrowers aggregated $186
million at December 31, 2019, or .2% of total loans and leases.

Effective January 1, 2020 the Company adopted amended accounting guidance for the
measurement of credit losses on financial instruments. That guidance requires an allowance for
credit losses to be deducted from the amortized cost basis of financial assets to present the net
carrying value that is expected to be collected over the contractual term of the assets considering
relevant information about past events, current conditions, and reasonable and supportable forecasts
that affect the collectibility of the reported amount. The amended guidance also requires recording
an allowance for credit losses for purchased financial assets with a more-than-insignificant amount of
credit deterioration since origination. The initial allowance for these assets will be added to the
purchase price at acquisition rather than being reported as an expense. Subsequent changes in the
allowance will be recorded through the income statement as an expense adjustment. The new
guidance replaces the previous incurred loss model for determining the allowance for credit losses.
The adoption of the amended guidance resulted in a $132 million increase in the allowance for credit
losses at January 1, 2020. Increases in the allowance for residential real estate loans and consumer
loans, reflecting the longer-dated maturities of such portfolios, were offset somewhat by net
decreases in the allowance for commercial loans resulting from lower loss estimates on demand loan
products due to the assumption that the Company could require full repayment of such loans in the
near-term. Table 16 depicts the changes in the allowance for credit losses by loan category resulting
from the adoption of the amended guidance.

Table 16

IMPACT OF ADOPTION OF AMENDED ACCOUNTING GUIDANCE ON ALLOWANCE
FOR CREDIT LOSSES
Balance Impact of Adoption Balance
December 31, 2019 Increase (Decrease) January 1, 2020
(In thousands)

Commercial, financial, leasing, etc............. $ 366,094 $ 61,474) $ 304,620
Commercial real estate ..........eeeeevvveeennnnnne. 322,201 23,656 345,857
Residential real estate .........eeeeevveeeeveevnnnnnnn.. 56,033 53,896 109,929
CONSUINIET ...evveveiiiiieeieiieiiieieiveeeeeeeveeeeseeeeeseees 229,118 194,004 423,122
Unallocated .........cooovvuvveeieiiiiiiiieeieeeeeeens 77,625 (77,625) —
TOtAL .. $ 1,051,071 $ 132,457 $ 1,183,528
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The amended guidance requires estimated credit losses on loans acquired at a discount to be
reflected in the allowance for credit losses. Previously, such losses were netted in the carrying value
of the loans unless there was an increased loss expectation subsequent to their acquisition. The gross-
up of the estimated losses on loans acquired at a discount that was previously not recognized in the
allowance for credit losses was $18 million on January 1, 2020. Prior to January 1, 2020, the
Company generally recognized interest income on loans acquired at a discount regardless of the
borrowers’ repayment status. Effective with the adoption of the new accounting guidance, the
Company’s nonaccrual loan policy now applies to loans acquired at a discount. Loans acquired at a
discount at December 31, 2019 included $171 million of loans that, effective with the adoption of the
new guidance, are classified as nonaccrual loans.

Other Income

Other income aggregated $2.06 billion in 2019, compared with $1.86 billion and $1.85 billion in
2018 and 2017, respectively. As compared with 2018, the 11% rise in other income in 2019 was
largely attributable to higher mortgage banking revenues, trust income, trading account and foreign
exchange gains and valuation gains on investment securities. The increase in other income from 2017
to 2018 was largely attributable to higher levels of trust income and income from BLG that were
tempered by lower brokerage services income and income from bank owned life insurance. In
addition, valuation losses on equity securities were incurred during 2018, compared with gains on the
sale of investment securities in 2017.

Mortgage banking revenues aggregated $458 million in 2019, $360 million in 2018 and $364
million in 2017. Mortgage banking revenues are comprised of both residential and commercial
mortgage banking activities. The Company’s involvement in commercial mortgage banking activities
includes the origination, sales and servicing of loans under the multifamily loan programs of Fannie
Mae, Freddie Mac and the U.S. Department of Housing and Urban Development.

Residential mortgage banking revenues, consisting of realized gains from sales of residential
real estate loans and loan servicing rights, unrealized gains and losses on residential real estate loans
held for sale and related commitments, residential real estate loan servicing fees, and other residential
real estate loan-related fees and income, were $317 million in 2019, up significantly from $239
million in 2018 and $245 million in 2017. The higher residential mortgage banking revenues in 2019
as compared with 2018 resulted from increased servicing income and higher gains associated with
loans held for sale, reflecting higher origination volumes.

New commitments to originate residential real estate loans to be sold rose 20% to
approximately $2.7 billion in 2019 from $2.2 billion in 2018. Such commitments totaled $3.0 billion
in 2017. Realized gains from sales of residential real estate loans and loan servicing rights and
recognized net unrealized gains or losses attributable to residential real estate loans held for sale,
commitments to originate loans for sale and commitments to sell loans aggregated to gains of $72
million in 2019, $44 million in 2018 and $60 million in 2017.

Loans held for sale that were secured by residential real estate totaled $414 million and $205
million at December 31, 2019 and 2018, respectively. Commitments to sell residential real estate
loans and commitments to originate residential real estate loans for sale at pre-determined rates
totaled $713 million and $423 million, respectively, at December 31, 2019, $364 million and $245
million, respectively, at December 31, 2018 and $595 million and $347 million, respectively, at
December 31, 2017. Net recognized unrealized gains on residential real estate loans held for sale,
commitments to sell loans and commitments to originate loans for sale were $12 million at December
31, 2019, $7 million at December 31, 2018 and $10 million at December 31, 2017. Changes in such
net unrealized gains are recorded in mortgage banking revenues and resulted in a net increase in
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revenue of $5 million in 2019, compared with net decreases in revenue of $3 million in 2018 and $5
million in 2017.

Revenues from servicing residential real estate loans for others rose to $245 million in 2019
from $195 million in 2018 and $185 million in 2017. Residential real estate loans serviced for others
aggregated $95.1 billion at December 31, 2019, $79.1 billion a year earlier and $79.2 billion at
December 31, 2017. On January 31, 2019, the Company purchased servicing rights for residential
real estate loans that had outstanding principal balances at that date of approximately $13.3 billion.
The purchase price of such servicing rights was approximately $144 million. Reflected in residential
real estate loans serviced for others were loans sub-serviced for others of $62.8 billion, $56.8 billion
and $56.6 billion at December 31, 2019, 2018 and 2017, respectively. Revenues earned for sub-
servicing such loans totaled $125 million in 2019, compared with $114 million in 2018 and $103
million in 2017. The Company added approximately $17.6 billion to its residential real estate loan
sub-servicing portfolio during 2019. In 2018 and 2017, the Company added $9.0 billion and $35.6
billion, respectively of residential real estate loans sub-serviced for others. The contractual servicing
rights associated with loans sub-serviced by the Company were predominantly held by affiliates of
BLG. Information about the Company’s relationship with BLG and its affiliates is included in note
24 of Notes to Financial Statements.

Capitalized residential mortgage servicing assets totaled $237 million at December 31, 2019
(net of a $7 million valuation allowance), compared with $121 million and $115 million at
December 31, 2018 and 2017, respectively. A provision for impairment of capitalized residential
mortgage servicing rights of $7 million was recorded in 2019, resulting from changes in the
estimated fair value of capitalized mortgage servicing rights that reflected the impact of lower
interest rates on the expected rate of residential mortgage loan prepayments. Additional information
about the Company’s capitalized residential mortgage servicing assets, including information about
the calculation of estimated fair value, is presented in note 6 of Notes to Financial Statements.

Commercial mortgage banking revenues totaled $141 million in 2019, compared with $121
million in 2018 and $119 million in 2017. Included in such amounts were revenues from loan
origination and sales activities of $81 million in 2019, $64 million in 2018 and $66 million in 2017.
The higher revenues in 2019 as compared with 2018 were due to higher origination volumes and
wider margins on loans originated for sale. The lower revenues in 2018 as compared with 2017 were
due to narrower margins on loans originated for sale. Commercial real estate loans originated for sale
to other investors totaled approximately $4.0 billion in 2019, compared with $2.4 billion in 2018 and
$2.5 billion in 2017. Loan servicing revenues totaled $60 million in 2019, $57 million in 2018 and
$53 million in 2017. Capitalized commercial mortgage servicing assets were $131 million at
December 31, 2019, $115 million at December 31, 2018 and $114 million at December 31, 2017.
Commercial real estate loans serviced for other investors totaled $21.0 billion at December 31, 2019,
$18.2 billion at December 31, 2018 and $16.2 billion at December 31, 2017, and included $3.9
billion at December 31, 2019, $3.4 billion at December 31, 2018 and $3.3 billion at December 31,
2017, of loan balances for which investors had recourse to the Company if such balances are
ultimately uncollectible. Included in commercial real estate loans serviced for others were loans sub-
serviced for others of $3.4 billion at December 31, 2019 and $2.7 billion at December 31, 2018.
Commitments to sell commercial real estate loans and commitments to originate commercial real
estate loans for sale aggregated $193 million and $164 million, respectively, at December 31, 2019,
$577 million and $229 million, respectively, at December 31, 2018 and $217 million and $195
million, respectively, at December 31, 2017. Commercial real estate loans held for sale were $28
million, $347 million and $22 million at December 31, 2019, 2018 and 2017, respectively. The
higher balances at December 31, 2018 reflect loans originated later in that year that had not been
delivered to investors by year end.
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Service charges on deposit accounts totaled $433 million in 2019, compared with $429 million
in 2018 and $427 million in 2017. The increases in 2019 as compared with 2018 and in 2018 as
compared with 2017 reflect higher consumer service charges.

Trust income includes fees related to two significant businesses. The Institutional Client
Services (“ICS”) business provides a variety of trustee, agency, investment management and
administrative services for corporations and institutions, investment bankers, corporate tax, finance
and legal executives, and other institutional clients who: (i) use capital markets financing structures;
(i1) use independent trustees to hold retirement plan and other assets; and (iii) need investment and
cash management services. The Wealth Advisory Services (“WAS”) business helps high net worth
clients grow their wealth, protect it, and transfer it to their heirs. A comprehensive array of wealth
management services are offered, including asset management, fiduciary services and family office
services. Trust income was $573 million in 2019, compared with $538 million in 2018 and $501
million in 2017. Revenues associated with the ICS business were $311 million in 2019, $275 million
in 2018 and $254 million in 2017. The increases in ICS revenue in 2019 and 2018 reflect higher sales
activities and increased retirement services income resulting from growth in collective fund balances.
Revenues attributable to WAS totaled $233 million, $237 million and $222 million in 2019, 2018
and 2017, respectively. The decline in such revenues in 2019 from 2018 reflects, in part, lower
recurring fees due to product mix, competitive factors and lower sales. The increased revenues in
2018 as compared with the preceding year reflected stronger sales activities and improved equity
market performance. Trust assets under management were $113.0 billion and $84.9 billion at
December 31, 2019 and 2018, respectively. Trust assets under management include the Company’s
proprietary mutual funds’ assets of $12.5 billion at December 31, 2019 and $10.8 billion at
December 31, 2018. Additional trust income from investment management activities was $29
million, $26 million and $25 million in 2019, 2018 and 2017, respectively, and includes fees earned
from retail customer investment accounts and from an affiliated investment manager. The
Company’s trust income associated with the affiliated asset manager that was sold in September
2019 was not material during 2019, 2018 or 2017.

Brokerage services income, which includes revenues from the sale of mutual funds and
annuities and securities brokerage fees, totaled $49 million in 2019, compared with $51 million in
2018 and $61 million in 2017. The decline in brokerage services income in each of the last two years
resulted largely from lower income from sales of annuities. Trading account and foreign exchange
activity resulted in gains of $62 million in 2019, $33 million in 2018 and $35 million in 2017.
Increased activity related to interest rate swap agreements executed on behalf of commercial
customers was the largest factor resulting in the higher gains in 2019 as compared with the prior two
years. The Company enters into interest rate and foreign exchange contracts with customers who
need such services and concomitantly enters into offsetting trading positions with third parties to
minimize the risks involved with these types of transactions. Information about the notional amount
of interest rate, foreign exchange and other contracts entered into by the Company for trading
account purposes is included in note 18 of Notes to Financial Statements and herein under the
heading “Liquidity, Market Risk, and Interest Rate Sensitivity.”

The Company recognized net gains on investment securities of $18 million in 2019 and $21
million in 2017, compared with net losses of $6 million in 2018. The gains and losses recognized in
2019 and 2018 represented unrealized gains and losses on investments in Fannie Mae and Freddie
Mac preferred stock. The Company realized net gains from sales of investment securities of $21
million in 2017. Of those net gains, $18 million were associated with the sale of a portion of the
Company’s Fannie Mae and Freddie Mac preferred stock holdings. The preferred stock sold had
an amortized cost basis (after previous other-than-temporary impairment write-downs) of
approximately $3 million.
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Other revenues from operations totaled $469 million in 2019, compared with $451 million in
2018 and $441 million in 2017. The increase in other revenues from operations in 2019 as compared
with 2018 largely reflects higher income from BLG. The increase from 2017 to 2018 reflects income
of $24 million from BLG, partially offset by lower income earned from bank owned life insurance.

Included in other revenues from operations were the following significant components. Letter
of credit and other credit-related fees totaled $124 million, $125 million and $123 million in 2019,
2018 and 2017, respectively. Revenues from merchant discount and credit card fees were $117
million in each of 2019 and 2018 and $120 million in 2017. As discussed in note 10 of Notes to
Financial Statements, effective January 1, 2018 the Company began reporting credit card interchange
revenue net of rewards granted to consumers who use the Company’s credit cards. Those rewards
totaled $25 million in 2019 and $14 million in 2018. Tax-exempt income earned from bank owned
life insurance, which includes increases in the cash surrender value of life insurance policies and
benefits received, aggregated $50 million in 2019, compared with $48 million in 2018 and $58
million in 2017. The decrease from 2017 to 2018 was due to lower death benefit proceeds.
Insurance-related sales commissions and other revenues totaled $47 million in each of 2019 and
2018, compared with $43 million in 2017. Automated teller machine usage fees aggregated $13
million in 2019, $14 million in 2018 and $15 million in 2017.

M&T’s investment in BLG resulted in income of $37 million in 2019, $24 million in 2018 and
less than $1 million in 2017. During the second quarter of 2017, the operating losses of BLG resulted
in M&T reducing the carrying value of its investment in BLG to zero. Subsequently, M&T received
cash distributions from BLG that resulted in the recognition of income by M&T. M&T expects cash
distributions from BLG in the future, but the timing and amount of those distributions cannot be
estimated. BLG is entitled to receive distributions from affiliates that provide asset management and
other services that are available for distribution to BLG’s owners, including M&T. Information about
the Company’s relationship with BLG and its affiliates is included in note 24 of Notes to Financial
Statements.

Other Expense

Other expense aggregated $3.47 billion in 2019, compared to $3.29 billion in 2018 and $3.14 billion
in 2017. Included in those amounts are expenses considered to be “nonoperating” in nature consisting
of amortization of core deposit and other intangible assets of $19 million, $25 million and $31
million in 2019, 2018 and 2017, respectively. Exclusive of those nonoperating expenses, noninterest
operating expenses aggregated $3.45 billion in 2019, $3.26 billion in 2018 and $3.11 billion in 2017.
The rise in noninterest operating expenses in 2019 as compared with 2018 was largely attributable to
increased costs for salaries and employee benefits, outside data processing and software, equipment
and net occupancy, and a $48 million charge in 2019 associated with the sale of an equity investment
in an asset manager. Partially offsetting those factors were lower costs associated with increases to
the reserve for Wilmington Trust-related legal matters ($56 million in 2019 and $135 million in
2018) and lower contributions to The M&T Charitable Foundation of $29 million and a decline in
FDIC assessments of $27 million. The most significant factors contributing to the increase in such
expenses from 2017 to 2018 were higher additions to the reserve for legal matters of $71 million and
increased salaries and employee benefits and professional services expenses. Those factors were
partially offset by lower FDIC assessments of $33 million and charitable contributions of $21
million.

Salaries and employee benefits expense aggregated $1.90 billion in 2019, compared with $1.75
billion and $1.65 billion in 2018 and 2017, respectively. The higher levels of expenses in 2019 as
compared with 2018 and in 2018 as compared with 2017 reflect increased staffing levels, the impact
of merit and other increases for employees and higher incentive and stock-based compensation.
Stock-based compensation totaled $76 million in 2019, compared with $66 million in 2018 and $61
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million in 2017. The number of full-time equivalent employees were 17,503 and 16,938 at
December 31, 2019 and 2018, respectively, compared with 16,456 at December 31, 2017.

The Company provides pension and other postretirement benefits for its employees, including
pension, retirement savings and post-retirement benefit plans. Expenses related to such benefits
totaled $76 million in 2019, $85 million in 2018 and $92 million in 2017. The amounts recorded in
salaries and employee benefits expense and other costs of operations, respectively, from the
preceding sentence were as follows: $98 million and ($22) million in 2019; $92 million and ($7)
million in 2018; and $90 million and $2 million in 2017. The Company sponsors both defined
benefit and defined contribution pension plans. Pension benefit expense for those plans was $31
million in 2019, $45 million in 2018 and $51 million in 2017. Information about the Company’s
pension plans, including significant assumptions utilized in completing actuarial calculations for the
plans, is included in note 12 of Notes to Financial Statements.

The Company’s retirement savings plan (“RSP”) is a defined contribution plan in which eligible
employees of the Company may defer up to 50% of qualified compensation via contributions to the
plan. RSP expense reflecting the Company’s employer matching contribution totaled $48 million in
2019, $43 million in 2018 and $38 million in 2017.

Excluding the nonoperating expense items already noted, nonpersonnel operating expenses
were $1.55 billion in 2019, $1.51 billion in 2018 and $1.46 billion in 2017. The rise in such expenses
in 2019 as compared with 2018 was predominantly the result of higher expenses for outside data
processing and software, equipment and net occupancy, professional services, and the $48 million
charge in 2019 associated with the sale of an equity investment in an asset manager. Those factors
were partially offset by lower costs associated with legal-related matters and contributions to The
M&T Charitable Foundation, and a decline in FDIC assessments. The increased operating expenses
in 2018 as compared with 2017 were predominantly the result of higher legal-related and
professional services costs, partially offset by lower FDIC assessments and contributions to The
M&T Charitable Foundation. The declines in FDIC assessments since 2017 were due largely to the
elimination of the large bank surcharge, effective October 1, 2018. The Deposit Insurance Fund
Reserve Ratio exceeded the statutorily required minimum reserve ratio of 1.35% on September 30,
2018, resulting in the elimination of the surcharge. As noted previously, during 2019 the Company
increased its reserve for legal matters, predominantly related to a subsidiary’s role as trustee of
Employee Stock Ownership Plans in its Institutional Client Services business. In addition, during
2018 and 2017 WT Corp. reached agreements related to alleged conduct of that subsidiary prior to its
acquisition by M&T that led to the Company adding $135 million and $50 million to its reserve for
legal matters during 2018 and 2017, respectively. The Company made contributions to The M&T
Charitable Foundation of $29 million and $50 million in 2018 and 2017, respectively. There were no
similar contributions in 2019.

Income Taxes

The provision for income taxes was $618 million in 2019, $590 million in 2018 and $916 million in
2017. The effective tax rates were 24.3% in 2019, 23.5% in 2018 and 39.4% in 2017. The decrease in
the effective rate in 2019 and 2018 from 2017 primarily reflects the impact of the enactment of the
Tax Act that was signed into law on December 22, 2017, reducing the corporate Federal income tax
rate from 35% to 21% effective January 1, 2018 and making other changes to U.S. corporate income
tax laws. In December 2018, M&T received approval from the Internal Revenue Service to change
its tax return treatment for certain loan fees retroactive to 2017, resulting in a $15 million reduction
of income tax expense in the final quarter of 2018. In addition, accounting guidance requires that
excess tax benefits and tax deficiencies associated with share-based compensation be recognized as a
discrete component of income tax expense in the income statement. As a result, the Company
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recognized a reduction of income tax expense of $2 million, $9 million and $22 million during 2019,
2018 and 2017, respectively. Furthermore, GAAP requires that the impact of the provisions of the
Tax Act be accounted for in the period of enactment. Accordingly, the estimated incremental income
tax expense recorded by the Company in the fourth quarter of 2017 related to the Tax Act was $85
million. That additional expense was largely attributable to the reduction in carrying value of net
deferred tax assets reflecting lower future tax benefits resulting from the lower corporate tax rate.
Lastly, the 2017 settlement between WT Corp. and the U.S. Attorney’s Office for the District of
Delaware resulted in a $44 million payment by WT Corp. that was not deductible for income tax
purposes, contributing to a higher effective tax rate in 2017. If not for the impact of the Tax Act, the
accounting for excess tax benefits from share-based compensation, and the non-deductible nature of
the payment referred to above, the Company’s effective tax rate in 2017 would have been 36.0%.

The effective tax rate is affected by the level of income earned that is exempt from tax relative
to the overall level of pre-tax income, the level of income allocated to the various state and local
jurisdictions where the Company operates, because tax rates differ among such jurisdictions, and the
impact of any large discrete or infrequently occurring items. The Company’s effective tax rate in
future periods will also be affected by any change in income tax laws or regulations and
interpretations of income tax regulations that differ from the Company’s interpretations by any of
various tax authorities that may examine tax returns filed by M&T or any of its subsidiaries.
Information about amounts accrued for uncertain tax positions and a reconciliation of income tax
expense to the amount computed by applying the statutory federal income tax rate to pre-tax income
is provided in note 13 of Notes to Financial Statements.

International Activities

Assets and revenues associated with international activities represent less than 1% of the Company’s
consolidated assets and revenues. International assets included $186 million and $172 million of
loans to foreign borrowers at December 31, 2019 and 2018, respectively. Deposits in the Company’s
office in the Cayman Islands aggregated $1.7 billion at December 31, 2019 and $812 million at
December 31, 2018. The Company uses such deposits to facilitate customer demand, which
increased in 2019 largely due to customers’ desire to sweep their deposit balances into higher earning
products. Loans at M&T Bank’s commercial banking office in Ontario, Canada included in
international assets as of December 31, 2019 and 2018 totaled $143 million and $122 million,
respectively. Deposits at that office were $23 million at December 31, 2019 and $22 million at
December 31, 2018. The Company also offers trust-related services in Europe. Revenues from
providing such services during 2019, 2018 and 2017 were approximately $32 million, $29 million
and $24 million, respectively.

Liquidity, Market Risk, and Interest Rate Sensitivity

As a financial intermediary, the Company is exposed to various risks, including liquidity and market
risk. Liquidity refers to the Company’s ability to ensure that sufficient cash flow and liquid assets are
available to satisfy current and future obligations, including demands for loans and deposit
withdrawals, funding operating costs, and other corporate purposes. Liquidity risk arises whenever
the maturities of financial instruments included in assets and liabilities differ.

Core deposits represent the most significant source of funding for the Company and are
generated from a large base of consumer, corporate and institutional customers. That customer base
has, over the past several years, become more geographically diverse as a result of expansion of the
Company’s businesses. Nevertheless, the Company faces competition in offering products and
services from a large array of financial market participants, including banks, thrifts, mutual funds,
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securities dealers and others. Core deposits financed 83% of the Company’s earning assets at
December 31, 2019, compared with 78% at December 31, 2018 and 84% at December 31, 2017.

The Company supplements funding provided through core deposits with various short-term and
long-term wholesale borrowings, including overnight federal funds purchased, short-term advances
from the FHLB of New York, brokered deposits, Cayman Islands office deposits and longer-term
borrowings. At December 31, 2019, M&T Bank had short-term and long-term credit facilities with
the FHLBs aggregating $18.2 billion. Outstanding borrowings under FHLB credit facilities totaled
$2 million and $4.8 billion at December 31, 2019 and 2018, respectively. Such borrowings were
secured by loans and investment securities. As previously noted, in December 2018 the Company
borrowed $4.2 billion from the FHLB of New York for LCR and other liquidity purposes. M&T
Bank had an available line of credit with the Federal Reserve Bank of New York that totaled
approximately $14.4 billion at December 31, 2019. The amount of that line is dependent upon the
balances of loans and securities pledged as collateral. There were no borrowings outstanding under
such line of credit at December 31, 2019 or December 31, 2018. Senior notes issued and outstanding
totaled $4.9 billion at December 31, 2019 and $5.5 billion at December 31, 2018. The decline at
December 31, 2019 as compared with the 2018 year-end reflects maturities of borrowings during
2019. During 2018, M&T Bank issued $1.0 billion of senior notes that mature in 2021 and M&T
issued $750 million of senior notes that mature in 2023. On December 31, 2018 M&T Bank
redeemed $750 million of senior notes that were due to mature in January 2019. In addition, M&T
Bank redeemed $750 million of senior notes on January 7, 2020 that were due to mature in February
2020.

The Company has, from time to time, issued subordinated capital notes and junior subordinated
debentures associated with trust preferred securities to provide liquidity and enhance regulatory
capital ratios. Pursuant to the Dodd-Frank Act, the Company’s junior subordinated debentures
associated with trust preferred securities have been phased-out of the definition of Tier 1 capital but,
similar to other subordinated capital notes, are considered Tier 2 capital and are includable in total
regulatory capital. Information about the Company’s borrowings is included in note 8 of Notes to
Financial Statements.

Short-term federal funds borrowings totaled $137 million at December 31, 2018, while there
were no such borrowings at December 31, 2019. In general, those borrowings were unsecured and
matured on the next business day. In addition to satisfying customer demand, Cayman Islands office
deposits may be used by the Company as an alternative to short-term borrowings. Cayman Islands
office deposits totaled $1.7 billion and $812 million at December 31, 2019 and 2018, respectively.
The Company has also benefited from the placement of brokered deposits. The Company has
brokered savings and interest-bearing checking deposit accounts that aggregated $2.8 billion and
$3.0 billion at December 31, 2019 and 2018, respectively. Brokered time deposits were not a
significant source of funding as of those dates.

The Company’s ability to obtain funding from these other sources could be negatively impacted
should the Company experience a substantial deterioration in its financial condition or its debt ratings,
or should the availability of short-term funding become restricted due to a disruption in the financial
markets. The Company attempts to quantify such credit-event risk by modeling scenarios that estimate
the liquidity impact resulting from a short-term ratings downgrade over various grading levels. Such
impact is estimated by attempting to measure the effect on available unsecured lines of credit, available
capacity from secured borrowing sources and securitizable assets. Information about the credit ratings
of M&T and M&T Bank is presented in table 17. Additional information regarding the terms and
maturities of all of the Company’s short-term and long-term borrowings is provided in note 8 of Notes
to Financial Statements. In addition to deposits and borrowings, other sources of liquidity include
maturities of investment securities and other earning assets, repayments of loans and investment
securities, and cash generated from operations, such as fees collected for services.
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Table 17

DEBT RATINGS
Standard
Moody’s and Poor’s Fitch

M&T Bank Corporation

Senior debt.......coooiiiiiieeie e A3 A- A

Subordinated debt............cooooviiiiiiiiiiii e, A3 BBB+ A—
M&T Bank

ShOrt-term dePOSItS. ....c..eevveeriierierierieeeerterreee e Prime-1 A-1 F1

Long-term depositS......cccueereerierieeniieniienieeieeee e Aa3 A A+

Senior debt........oooiiiiiiiieic e A3 A A

Subordinated debt............coooeiiviiiiiiiii e A3 A- A-

Certain customers of the Company obtain financing through the issuance of variable rate demand
bonds (“VRDBs”). The VRDBs are generally enhanced by letters of credit provided by M&T Bank.
M&T Bank oftentimes acts as remarketing agent for the VRDBs and, at its discretion, may from time-
to-time own some of the VRDBs while such instruments are remarketed. When this occurs, the VRDBs
are classified as trading account assets in the Company’s consolidated balance sheet. Nevertheless,
M&T Bank is not contractually obligated to purchase the VRDBs. The value of VRDBs in the
Company’s trading account was not material at December 31, 2019 or December 31, 2018. The total
amount of VRDBs outstanding backed by M&T Bank letters of credit was $857 million and $793
million at December 31, 2019 and 2018, respectively. M&T Bank also serves as remarketing agent for
most of those bonds.

Table 18
MATURITY DISTRIBUTION OF SELECTED LOANS(a)
December 31, 2019 Demand 2020 2021 - 2024 After 2024
(In thousands)
Commercial, financial, etC.........ccccccoevevuvvveeieeennnns $8,600,988 $2,641,583 $ 9,257,923 $1,781,724
Real estate — cONStruCtioN..........coevvvvveuueveeeeeeeeennns 133,424 3,353,498 4,789,471 695,403
TOtAl...eeeeeeeee e $8,734,412 $5,995,081 $14,047,394 $2,477,127
Floating or adjustable interest rates....................... $12,034,158 $1,183,197
Fixed or predetermined interest rates .................... 2,013,236 1,293,930
TOtAL. e $14,047,394 $2,477,127

(a) The data do not include nonaccrual loans.

The Company enters into contractual obligations in the normal course of business that require
future cash payments. The contractual amounts and timing of those payments as of December 31, 2019
are summarized in table 19. Off-balance sheet commitments to customers may impact liquidity,
including commitments to extend credit, standby letters of credit, commercial letters of credit, financial
guarantees and indemnification contracts, and commitments to sell real estate loans. Because many of
these commitments or contracts expire without being funded in whole or in part, the contract amounts
are not necessarily indicative of future cash flows. Further discussion of these commitments is provided
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in note 21 of Notes to Financial Statements. Table 19 summarizes the Company’s other commitments
as of December 31, 2019 and the timing of the expiration of such commitments.

Table 19
CONTRACTUAL OBLIGATIONS AND OTHER COMMITMENTS
Less Than One One to Three Three to Five Over Five
December 31, 2019 Year Years Years Years Total
(In thousands)
Payments due for contractual
obligations
Time deposits.........ccocveveneea. $ 4,078,663 $1,592,344 $ 86,449 $ — $ 5,757,456
Deposits at Cayman
Islands office .................... 1,684,044 — — — 1,684,044
Short-term borrowings......... 62,363 — — — 62,363
Long-term borrowings......... 2,010,251 2,414,461 770,690 1,790,784 6,986,186
Operating leases................... 100,386 173,172 106,147 107,850 487,555
(011115 S 258,069 187,113 15,994 27,871 489,047
Total......ooovveeeeeeeeeeeee $ 8,193,776 $4,367,090 $ 979,280 $1,926,505 $15,466,651
Other commitments
Commitments to extend
credit (a)....ccovveeeeeeeeeeennnnns $11,861,919 $8,169,759 $7,439,686 $4,206,642 $31,678,006
Standby letters of credit....... 1,329,397 607,035 287,533 217,467 2,441,432
Commercial letters of
credit. ... e, 10,658 30,300 101 — 41,059
Financial guarantees and
indemnification
CONLIACES....cccvvvveeeeeeeeeennnnes 160,685 246,159 382,357 3,319,371 4,108,572
Commitments to sell real
estate loansS.........eeeveeeennnn. 882,915 23,122 — — 906,037
Total......oooeeiiiiieeeee. $14,245,574 $9,076,375 $8,109,677 $7,743,480 $39,175,106

(a) Amounts exclude discretionary funding commitments to commercial customers of $9.1 billion that the

Company has the unconditional right to cancel prior to funding.

M&T’s primary source of funds to pay for operating expenses, shareholder dividends and
treasury stock repurchases has historically been the receipt of dividends from its banking
subsidiaries, which are subject to various regulatory limitations. Dividends from any bank subsidiary
to M&T are limited by the amount of earnings of the subsidiary in the current year and the two
preceding years. For purposes of that test, at December 31, 2019 approximately $605 million was
available for payment of dividends to M&T from banking subsidiaries. M&T also may obtain
funding through long-term borrowings. Outstanding senior notes of M&T at December 31, 2019 and
December 31, 2018 were $770 million and $756 million, respectively. Junior subordinated
debentures of M&T associated with trust preferred securities outstanding at December 31, 2019 and
December 31, 2018 totaled $525 million and $522 million, respectively.
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Table 20

MATURITY AND TAXABLE-EQUIVALENT YIELD OF INVESTMENT SECURITIES

One Year One to Five  Five to Ten Over Ten
December 31, 2019 or Less Years Years Years Total
(Dollars in thousands)

Investment securities available for sale(a)
U.S. Treasury and federal agencies

CaITYING VAU ..o $ 2,673  $ 7,094 $ — S — 3 9,767

Yield. ..o, 1.70% 1.73% — — 1.72%
Obligations of states and political subdivisions

Carrying ValUe .......ccevveivuinieieierieieeeeee e 497 — 278 — 775

Yield oo 4.51% — 4.84% — 4.63%

Mortgage-backed securities(b)
Government issued or guaranteed

Carrying valte ........ccveveeiveeinireeieireeeeeeeeeeeeeeenene 454,650 1,955,727 2,214,356 1,556,207 6,180,940
i 2.42% 2.42% 2.42% 2.43% 2.42%
— 1 2 13 16
— 5.00% 5.00% 5.00% 5.00%
Carrying valte .........c.ceueveiririniniiieiiieieceieeese e 1,257 3,683 98,338 24,000 127,278
YL oo 3.34% 2.60% 3.27% 4.11% 3.44%
Total investment securities available for sale
Carrying vValte .........c.cveeveirieieirieieiieeieteeteteeeeeeeeseeeeseeeneee 459,077 1,966,505 2,312,974 1,580,220 6,318,776
Yield oo 2.42% 2.41% 2.45% 2.46 % 2.44 %
Investment securities held to maturity
U.S. Treasury and federal agencies
Carrying value 249,862 — — — 249,862
Yield .cooooeininecinine 2.60% — — — 2.60%
Obligations of states and political subdivisions
Carrying Value ........c.coveviviniiieiniieieeeeeeseeeeeee e 1,595 2,545 — — 4,140
YA oo 4.44% 4.78% — — 4.65%
Mortgage-backed securities(b)
Government issued or guaranteed
Carrying value ........coveveeeveeiririeieireeeeeeeeeeeeeeeenee 113,597 487,110 590,579 1,114,894 2,306,180
Yield oo 2.70% 2.70% 2.70% 2.71% 271 %
Privately issued
Carrying value .........ccoeeivviiiiiiininiiiccceeeee 4,377 17,951 23,784 47,384 93,496
YiCld oo 4.13% 4.00% 3.74% 3.61% 3.74%
Other debt securities
Carrying Valte .......cocoeeiriinieiiienieieeeeeee e — — — 3,239 3,239
Yield oo — — — 4.38% 4.38%
Total investment securities held to maturity
Carrying ValUe .......c.ccoveveueiniereerinieieeneeceneeeseeaeeeenesenens 369,431 507,606 614,363 1,165,517 2,656,917
2.66% 2.76 % 2.74 % 2.75% 2.74%
Equity and other securities
Equity securities
Carrying ValUe ......cc.coueeveinieieireieeeieeeee e 140,041
Yield oo 1.06 %
Other investment securities
Carrying ValUe .........cooecevinieinenenieineceeeneeeeeeseeevenenee 381,517
YA oo 4.62%
Total investment securities
Carrying vValte .........c.ceveuevrieieiriiieieieieieeeieeeeteeeeeee e $ 828,508 $ 2,474,111 $ 2,927,337 $ 2,745,737 $ 9,497,251
Yield oo 2.52% 2.48% 2.51% 2.58% 2.74%

(a) Investment securities available for sale are presented at estimated fair value. Yields on such securities are based on amortized cost.
(b) Maturities are reflected based upon contractual payments due. Actual maturities are expected to be significantly shorter as a result of
loan repayments in the underlying mortgage pools.
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Table 21

MATURITY OF DOMESTIC CERTIFICATES OF DEPOSIT AND TIME DEPOSITS
WITH BALANCES OF $100,000 OR MORE

December 31,

2019
(In thousands)
UNAET 3 INIOMIERS ettt e e e e e e e e e e e e e e ase e eeeeeeeeeaaseeeeeaeeeean $ 371,255
310 O IMONTIS ceeeiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeee e 410,710
0 10 12 INIOIIEIIS ...ttt e e e aeae e e e e e e e e e ee e e e e e e eeeee e e eeeee e e e e eeeeeeeeeeeeeeeeeeeeeeeaeaaaaaeaees 1,045,793
OVET 12 INOMENS ettt ettt ettt e e e ettt e eeeeseeee e et aaaaeesseeeeeessaannneesseseesssnnnnns 783,444
TTOTAL. e e et e e et e e et e e e e e e e e e e e e e e e et e e e e e e aaaaaaenaas $2,611,202

Management closely monitors the Company’s liquidity position on an ongoing basis for
compliance with internal policies and believes that available sources of liquidity are adequate to meet
funding needs anticipated in the normal course of business. Management does not anticipate
engaging in any activities, either currently or in the long-term, for which adequate funding would not
be available and would therefore result in a significant strain on liquidity at either M&T or its
subsidiary banks.

Market risk is the risk of loss from adverse changes in the market prices and/or interest rates of
the Company’s financial instruments. The primary market risk the Company is exposed to is interest
rate risk. Interest rate risk arises from the Company’s core banking activities of lending and deposit-
taking, because assets and liabilities reprice at different times and by different amounts as interest
rates change. As a result, net interest income earned by the Company is subject to the effects of
changing interest rates. The Company measures interest rate risk by calculating the variability of net
interest income in future periods under various interest rate scenarios using projected balances for
earning assets, interest-bearing liabilities and derivatives used to hedge interest rate risk.
Management’s philosophy toward interest rate risk management is to limit the variability of net
interest income. The balances of financial instruments used in the projections are based on expected
growth from forecasted business opportunities, anticipated prepayments of loans and investment
securities, and expected maturities of investment securities, loans and deposits. Management uses a
“value of equity” model to supplement the modeling technique described above. Those supplemental
analyses are based on discounted cash flows associated with on- and off-balance sheet financial
instruments. Such analyses are modeled to reflect changes in interest rates and provide management
with a long-term interest rate risk metric. The Company has entered into interest rate swap
agreements to help manage exposure to interest rate risk. At December 31, 2019, the aggregate
notional amount of interest rate swap agreements entered into for interest rate risk management
purposes that were currently in effect was $17.2 billion. In addition, the Company has entered into
$40.4 billion of forward-starting interest rate swap agreements. Information about interest rate swap
agreements entered into for interest rate risk management purposes is included herein under the
heading “Net Interest Income/Lending and Funding Activities” and in note 18 of Notes to Financial
Statements.

The Company’s Asset-Liability Committee, which includes members of senior management,
monitors the sensitivity of the Company’s net interest income to changes in interest rates with the aid
of a computer model that forecasts net interest income under different interest rate scenarios. In
modeling changing interest rates, the Company considers different yield curve shapes that consider
both parallel (that is, simultaneous changes in interest rates at each point on the yield curve) and non-
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parallel (that is, allowing interest rates at points on the yield curve to vary by different amounts)
shifts in the yield curve. In utilizing the model, market-implied forward interest rates over the
subsequent twelve months are generally used to determine a base interest rate scenario for the net
interest income simulation. That calculated base net interest income is then compared to the income
calculated under the varying interest rate scenarios. The model considers the impact of ongoing
lending and deposit-gathering activities, as well as interrelationships in the magnitude and timing of
the repricing of financial instruments, including the effect of changing interest rates on expected
prepayments and maturities. When deemed prudent, management has taken actions to mitigate
exposure to interest rate risk through the use of on- or off-balance sheet financial instruments and
intends to do so in the future. Possible actions include, but are not limited to, changes in the pricing
of loan and deposit products, modifying the composition of earning assets and interest-bearing
liabilities, and adding to, modifying or terminating existing interest rate swap agreements or other
financial instruments used for interest rate risk management purposes.

Table 22 displays as of December 31, 2019 and 2018 the estimated impact on net interest
income in the base scenario described above resulting from parallel changes in interest rates across
repricing categories during the first modeling year.

Table 22

SENSITIVITY OF NET INTEREST INCOME TO CHANGES IN INTEREST RATES

Calculated Increase (Decrease)
in Projected Net Interest Income

December 31
Changes in interest rates 2019 2018

(In thousands)
4200 DASIS POINLS ..cnveeereeiieeiieeieeriterite ettt et et esate s e sbaesaeeenee $ 45,345 37,513
+100 DASIS POINLS ..cnveeeeiriieeiieeiee ettt ettt ettt st e s 35,838 36,727
=100 DASIS POINLS ..o ereeeeseeeeeeeeeeeeeeeeeeeeseeseeeseseeeeseeeeseeee (94,616) (114,307)

The Company utilized many assumptions to calculate the impact that changes in interest rates
may have on net interest income. The more significant of those assumptions included the rate of
prepayments of mortgage-related assets, cash flows from derivative and other financial instruments
held for non-trading purposes, loan and deposit volumes and pricing, and deposit maturities. In the
scenarios presented, the Company also assumed gradual changes in interest rates during a twelve-
month period as compared with the base scenario. In the declining rate scenario, the rate changes
may be limited to lesser amounts such that interest rates remain positive on all points of the yield
curve. The assumptions used in interest rate sensitivity modeling are inherently uncertain and, as a
result, the Company cannot precisely predict the impact of changes in interest rates on net interest
income. Actual results may differ significantly from those presented due to the timing, magnitude
and frequency of changes in interest rates and changes in market conditions and interest rate
differentials (spreads) between maturity/repricing categories, as well as any actions, such as those
previously described, which management may take to counter such changes. The sensitivity of net
interest income to changes in interest rates lessened as of December 31, 2019 as compared with a
year earlier as the Company has entered into interest rate swap agreements to mitigate exposure to
declining interest rates. In light of the uncertainties and assumptions associated with the process, the
amounts presented in the table are not considered significant to the Company’s past or projected net
interest income.
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Table 23 presents cumulative totals of net assets (liabilities) repricing on a contractual basis
within the specified time frames, as adjusted for the impact of interest rate swap agreements entered
into for interest rate risk management purposes. Management believes that this measure does not
appropriately depict interest rate risk since changes in interest rates do not necessarily affect all
categories of earning assets and interest-bearing liabilities equally nor, as assumed in the table, on the
contractual maturity or repricing date. Furthermore, this static presentation of interest rate risk fails to
consider the effect of ongoing lending and deposit gathering activities, projected changes in balance
sheet composition or any subsequent interest rate risk management activities the Company is likely
to implement.

Table 23
CONTRACTUAL REPRICING DATA
Three Months Four to Twelve One to After
December 31, 2019 or Less Months Five Years Five Years Total

(Dollars in thousands)

Loans and leases, net ....... $ 54,332,456 $ 5,727,416 $15,788,195 $15,074,802 $ 90,922,869

Investment securities ....... 542,515 160,756 111,839 8,682,141 9,497,251
Other earning assets......... 7,252,301 681 — — 7,252,982
Total earning assets.... 62,127,272 5,888,853 15,900,034 23,756,943 107,673,102
Savings and interest-
checking deposits.......... 54,932,162 — — — 54,932,162
Time deposits................... 933,447 3,145,216 1,678,793 — 5,757,456
Deposits at Cayman
Islands office................. 1,684,044 — — — 1,684,044
Total interest-bearing
deposits .................... 57,549,653 3,145,216 1,678,793 — 62,373,662
Short-term borrowings..... 62,363 — — — 62,363
Long-term borrowings..... 2,983,036 850,933 1,835,743 1,316,474 6,986,186
Total interest-bearing
liabilities .................. 60,595,052 3,996,149 3,514,536 1,316,474 69,422,211
Interest rate swap
agreements.........ceveene... (16,400,000) (3,250,000) 19,150,000 500,000 —
Periodic gap .......ccccceeueeee. $(14,867,780) $ (1,357,296) $31,535,498 $22,940,469
Cumulative gap................ (14,867,780)  (16,225,076) 15,310,422 38,250,891
Cumulative gap as a % of
total earning assets........ (13.8)% (15.1)% 14.2% 35.5%

94



Changes in fair value of the Company’s financial instruments can also result from a lack of
trading activity for similar instruments in the financial markets. That impact is most notable on the
values assigned to some of the Company’s investment securities. Information about the fair valuation
of investment securities is presented herein under the heading “Capital” and in notes 2 and 20 of
Notes to Financial Statements.

The Company engages in limited trading account activities to meet the financial needs of
customers and to fund the Company’s obligations under certain deferred compensation plans.
Financial instruments utilized for trading account activities consist predominantly of interest rate
contracts, such as interest rate swap agreements, and forward and futures contracts related to foreign
currencies. The Company generally mitigates the foreign currency and interest rate risk associated
with trading account activities by entering into offsetting trading positions that are also included in
the trading account. The fair values of trading account positions associated with interest rate
contracts and foreign currency and other option and futures contracts are presented in note 18 of
Notes to Financial Statements. The amounts of gross and net trading account positions, as well as the
type of trading account activities conducted by the Company, are subject to a well-defined series of
potential loss exposure limits established by management and approved by M&T’s Board of
Directors. However, as with any non-government guaranteed financial instrument, the Company is
exposed to credit risk associated with counterparties to the Company’s trading account activities.

The notional amounts of interest rate contracts entered into for trading account purposes totaled
$48.6 billion at December 31, 2019 and $42.9 billion at December 31, 2018. The notional amounts of
foreign currency and other option and futures contracts entered into for trading account purposes
were $1.2 billion and $763 million at December 31, 2019 and 2018, respectively. Although the
notional amounts of these contracts are not recorded in the consolidated balance sheet, the unsettled
fair values of all financial instruments used for trading account activities are recorded in the
consolidated balance sheet. The fair values of all trading account assets and liabilities were $470
million and $80 million, respectively, at December 31, 2019 and $186 million and $178 million,
respectively, at December 31, 2018. The fair value asset and liability amounts at December 31, 2019
have been reduced by contractual settlements of $43 million and $281 million, respectively, and at
December 31, 2018 by contractual settlements of $171 million and $50 million, respectively. The
higher balance of trading account assets at December 31, 2019 was largely the result of increased
values associated with interest rate swap agreements entered into with commercial customers that are
not subject to periodic variation margin settlement payments. Included in trading account assets at
each of December 31, 2019 and 2018 were $21 million of assets related to deferred compensation
plans. Changes in the fair values of such assets are recorded as “trading account and foreign
exchange gains” in the consolidated statement of income. Included in “other liabilities” in the
consolidated balance sheet at each of December 31, 2019 and 2018 were $25 million of liabilities
related to deferred compensation plans. Changes in the balances of such liabilities due to the
valuation of allocated investment options to which the liabilities are indexed are recorded in “other
costs of operations” in the consolidated statement of income. Also included in trading account assets
were investments in mutual funds and other assets that the Company was required to hold under
terms of certain non-qualified supplemental retirement and other benefit plans that were assumed by
the Company in various acquisitions. Those assets totaled $28 million and $25 million at
December 31, 2019 and December 31, 2018, respectively.

Given the Company’s policies, limits and positions, management believes that the potential loss
exposure to the Company resulting from market risk associated with trading account activities was
not material, however, as previously noted, the Company is exposed to credit risk associated with
counterparties to transactions related to the Company’s trading account activities. Additional
information about the Company’s use of derivative financial instruments in its trading account
activities is included in note 18 of Notes to Financial Statements.
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Capital

Shareholders’ equity was $15.7 billion at December 31, 2019 and represented 13.11% of total assets,
compared with $15.5 billion or 12.87% at December 31, 2018 and $16.3 billion or 13.70% at
December 31, 2017.

Included in shareholders’ equity was preferred stock with financial statement carrying values of
$1.25 billion at December 31, 2019 and $1.23 billion at December 31, 2018. On July 30, 2019, M&T
issued 40,000 shares of Series G Perpetual Fixed-Rate Reset Non-cumulative Preferred Stock, par
value $1.00 per share and liquidation preference of $10,000 per share. Through July 31, 2024 holders
of the Series G preferred stock are entitled to receive, only when, as and if declared by M&T’s Board
of Directors, non-cumulative cash dividends at an annual rate of 5.0%, payable semiannually in
arrears. Subsequent to July 31, 2024 holders will be entitled to receive, only when, as and if declared
by M&T’s Board of Directors, non-cumulative cash dividends at an annual rate of the five-year U.S.
Treasury Rate plus 3.174%, payable semiannually in arrears. The Series G preferred stock may be
redeemed at M&T’s option, in whole or in part, on any dividend payment date on or after August 1,
2024 or, in whole but not in part, at any time within 90 days following a regulatory capital treatment
event whereby the full liquidation value of the shares no longer qualifies as “additional Tier 1
capital.” On August 30, 2019 M&T redeemed the 230,000 shares of the Series A and 151,500 shares
of the Series C Fixed Rate Cumulative Perpetual Preferred Stock, $1,000 liquidation preference per
share, having received the approval of the Federal Reserve to redeem such shares after issuing the
Series G preferred stock. Further information concerning M&T’s preferred stock can be found in
note 9 of Notes to Financial Statements.

Common shareholders’ equity totaled $14.5 billion, or $110.78 per share, at December 31,
2019, compared with $14.2 billion, or $102.69 per share, at December 31, 2018 and $15.0 billion, or
$100.03 per share, at December 31, 2017. Tangible equity per common share, which excludes
goodwill and core deposit and other intangible assets and applicable deferred tax balances, was
$75.44 at December 31, 2019, compared with $69.28 and $69.08 at December 31, 2018 and 2017,
respectively. The Company’s ratio of tangible common equity to tangible assets was 8.55% at
December 31, 2019, compared with 8.31% and 9.10% at December 31, 2018 and 2017, respectively.
Reconciliations of total common shareholders’ equity and tangible common equity and total assets
and tangible assets as of December 31, 2019, 2018 and 2017 are presented in table 2. During 2019,
2018 and 2017, the ratio of average total shareholders’ equity to average total assets was 13.14%,
13.36% and 13.48%, respectively. The ratio of average common shareholders’ equity to average total
assets was 12.08%, 12.31% and 12.46% in 2019, 2018 and 2017, respectively.

Shareholders’ equity reflects accumulated other comprehensive income or loss, which includes
the net after-tax impact of unrealized gains or losses on investment securities classified as available
for sale, unrealized losses on held-to-maturity securities for which an other-than-temporary
impairment charge has been recognized, gains or losses associated with interest rate swap agreements
designated as cash flow hedges, foreign currency translation adjustments and adjustments to reflect
the funded status of defined benefit pension and other postretirement plans. Net unrealized gains on
investment securities reflected in shareholders’ equity, net of applicable tax effect, were $37 million,
or $.29 per common share, at December 31, 2019, compared with net unrealized losses of $148
million, or $1.06 per common share, at December 31, 2018 and $44 million, or $.29 per common
share, at December 31, 2017. Changes in unrealized gains and losses on investment securities are
predominantly reflective of the impact of changes in interest rates on the values of such securities.
Information about unrealized gains and losses as of December 31, 2019 and 2018 is included in note
2 of Notes to Financial Statements.

Reflected in the carrying amount of available-for-sale investment securities at December 31,
2019 were pre-tax effect unrealized gains of $91 million on securities with an amortized cost of $4.0
billion and pre-tax effect unrealized losses of $30 million on securities with an amortized cost of
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$2.2 billion. Information concerning the Company’s fair valuations of investment securities is
provided in note 20 of Notes to Financial Statements.

Each reporting period the Company reviews its investment securities for other-than-temporary
impairment. For debt securities, the Company analyzes the creditworthiness of the issuer or reviews
the credit performance of the underlying collateral supporting the bond. For debt securities backed by
pools of loans, such as privately issued mortgage-backed securities, the Company estimates the cash
flows of the underlying loan collateral using forward-looking assumptions for default rates, loss
severities and prepayment speeds. Estimated collateral cash flows are then utilized to estimate bond-
specific cash flows to determine the ultimate collectibility of the bond. If the present value of the
cash flows indicates that the Company should not expect to recover the entire amortized cost basis of
a bond or if the Company intends to sell the bond or it more likely than not will be required to sell
the bond before recovery of its amortized cost basis, an other-than-temporary impairment loss is
recognized. If an other-than-temporary impairment loss is deemed to have occurred, the investment
security’s cost basis is adjusted, as appropriate for the circumstances.

As of December 31, 2019, based on a review of each of the securities in the investment
securities portfolio, the Company concluded that the declines in the values of any securities
containing an unrealized loss were temporary and that any additional other-than-temporary
impairment charges were not appropriate. At December 31, 2019, the Company did not intend to sell
nor is it anticipated that it would be required to sell any of its impaired securities, that is, where fair
value is less than the cost basis of the security. The Company intends to continue to closely monitor
the performance of its securities because changes in their underlying credit performance or other
events could cause the cost basis of those securities to become other-than-temporarily impaired.
However, because the unrealized losses on available-for-sale investment securities have generally
already been reflected in the financial statement values for investment securities and shareholders’
equity, any recognition of an other-than-temporary decline in value of those investment securities
would not have a material effect on the Company’s consolidated financial condition. Any other-than-
temporary impairment charge related to held-to-maturity securities would result in reductions in the
financial statement values for investment securities and shareholders’ equity. Additional information
concerning fair value measurements and the Company’s approach to the classification of such
measurements is included in note 20 of Notes to Financial Statements.

The Company assessed impairment losses on privately issued mortgage-backed securities in the
held-to-maturity portfolio by performing internal modeling to estimate bond-specific cash flows
considering recent performance of the mortgage loan collateral and utilizing assumptions about
future defaults and loss severity. These bond-specific cash flows also reflect the placement of the
bond in the overall securitization structure and the remaining subordination levels. In total, at
December 31, 2019 and 2018, the Company had in its held-to-maturity portfolio privately issued
mortgage-backed securities with an amortized cost basis of $93 million and $113 million,
respectively, and a fair value of $87 million and $103 million, respectively. At December 31, 2019,
81% of the mortgage-backed securities were in the most senior tranche of the securitization structure
with 9% being independently rated as investment grade. The mortgage-backed securities are
generally collateralized by residential and small-balance commercial real estate loans originated
between 2004 and 2008 and had a weighted-average credit enhancement of 11% at December 31,
2019, calculated by dividing the remaining unpaid principal balance of bonds subordinate to the
bonds owned by the Company plus any overcollateralization remaining in the securitization structure
by the remaining unpaid principal balance of all bonds in the securitization structure. The weighted-
average default percentage and loss severity assumptions utilized in the Company’s internal
modeling were 31% and 66%, respectively. Given the terms of the securitization structure, some of
the bonds held by the Company may defer interest payments in certain circumstances, but after
considering the repayment structure and estimated future collateral cash flows of each individual
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senior and subordinate tranche bond, the Company has concluded that as of December 31, 2019 those
privately issued mortgage-backed securities were not other-than-temporarily impaired. Nevertheless,
it is possible that adverse changes in the future performance of mortgage loan collateral underlying
such securities could impact the Company’s conclusions.

Adjustments to reflect the funded status of defined benefit pension and other postretirement
plans, net of applicable tax effect, reduced accumulated other comprehensive income by $342
million, or $2.62 per common share, at December 31, 2019, $261 million, or $1.89 per common
share, at December 31, 2018 and $305 million, or $2.03 per common share, at December 31, 2017.
Information about the funded status of the Company’s pension and other postretirement benefit plans
is included in note 12 of Notes to Financial Statements.

Pursuant to previously approved capital plans and authorizations by M&T’s Board of Directors,
during 2019 M&T repurchased 8,257,000 common shares for $1.3 billion. During 2018, M&T
repurchased 12,295,817 common shares for $2.2 billion. In 2017, M&T repurchased 7,369,105
common shares for $1.2 billion.

During the fourth quarter of 2019, M&T’s Board of Directors authorized an increase in the
quarterly common stock dividend to $1.10 per common share from the previous rate of $1.00 per
common share. During 2018, M&T’s Board of Directors authorized increases in the quarterly
common stock dividend to $.80 per common share in the second quarter from the previous rate of
$.75 per common share and to $1.00 per common share in the third quarter. Cash dividends declared
on M&T’s common stock totaled $552 million in 2019, compared with $511 million and $457
million in 2018 and 2017, respectively. Dividends per common share totaled $4.10 in 2019,
compared with $3.55 and $3.00 in 2018 and 2017, respectively. Dividends of $72 million in 2019
and $73 million in each of 2018 and 2017 were declared on preferred stock in accordance with the
terms of each series.

M&T and its subsidiary banks are required to comply with applicable capital adequacy
standards established by the federal banking agencies. Pursuant to those regulations, the minimum
capital ratios are as follows:

e  4.5% Common Equity Tier 1 (“CET1”) to risk-weighted assets (each as defined in the

capital regulations);

e  6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets

(each as defined in the capital regulations);

e  8.0% Total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets (each

as defined in the capital regulations); and

e  4.0% Tier 1 capital to average consolidated assets as reported on consolidated financial

statements (known as the “leverage ratio”), as defined in the capital regulations.

In addition, capital regulations require a “capital conservation buffer” of 2.5% composed
entirely of CET1 on top of these minimum risk-weighted asset ratios. The regulatory capital
amounts and ratios of M&T and its bank subsidiaries as of December 31, 2019 are presented in note
23 of Notes to Financial Statements. A detailed discussion of the regulatory capital rules is included
in Part I, Item 1 of this Form 10-K under the heading “Capital Requirements.”

The Company is subject to the comprehensive regulatory framework applicable to bank and
financial holding companies and their subsidiaries, which includes regular examinations by a number
of federal regulators. Regulation of financial institutions such as M&T and its subsidiaries is intended
primarily for the protection of depositors, the Deposit Insurance Fund of the FDIC and the banking and
financial system as a whole, and generally is not intended for the protection of shareholders, investors
or creditors other than insured depositors. Changes in laws, regulations and regulatory policies
applicable to the Company’s operations can increase or decrease the cost of doing business, limit or
expand permissible activities or affect the competitive environment in which the Company operates, all
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of which could have a material effect on the business, financial condition or results of operations of the
Company and in M&T’s ability to pay dividends. For additional information concerning this
comprehensive regulatory framework, refer to Part I, Item 1 of this Form 10-K.

Fourth Quarter Results

Net income in the fourth quarter of 2019 was $493 million, compared with $546 million in the year-
earlier quarter. Diluted and basic earnings per common share were each $3.60 in the final three
months of 2019, compared with diluted and basic earnings per common share of $3.76 in the final
three months of 2018. The annualized rates of return on average assets and average common
shareholders’ equity for the final quarter of 2019 were 1.60% and 12.95%, respectively, compared
with 1.84% and 14.80%, respectively, in the corresponding quarter of 2018.

Net operating income during 2019’s fourth quarter was $496 million, compared with $550
million in the year-earlier quarter. Diluted net operating earnings per common share were $3.62 and
$3.79 in the fourth quarters of 2019 and 2018, respectively. The annualized net operating returns on
average tangible assets and average tangible common equity in the final three months of 2019 were
1.67% and 19.08%, respectively, compared with 1.93% and 22.16%, respectively, in the similar 2018
period. Reconciliations of GAAP results with non-GAAP results for the quarterly periods of 2019
and 2018 are provided in table 25.

Taxable-equivalent net interest income aggregated $1.01 billion in the final quarter of 2019,
compared with $1.06 billion in the year-earlier period. That decline was predominantly attributable to
a 28 basis point narrowing of the net interest margin to 3.64% in the fourth quarter of 2019 from
3.92% in the final three months of 2018. Partially offsetting the impact of the lower net interest
margin was a 3% rise in average earning assets, from $107.8 billion in 2018 to $110.6 billion in
2019. That growth reflects higher average balances of loans and leases, interest-bearing deposits at
the Federal Reserve Bank of New York and agreements to resell investment securities, offset by
lower average balances of investment securities. Average balances of commercial loans and leases
were $23.5 billion in the recent quarter, up $1.2 billion or 5% from $22.4 billion in the fourth quarter
of 2018. Average commercial real estate loan balances aggregated $35.0 billion in the final quarter
of 2019, up $1.5 billion or 4% from $33.6 billion in the year-earlier quarter. Included in those totals
were average balances of loans held for sale of $201 million in the final three months of 2019,
compared with $252 million in the similar period of 2018. Average residential real estate loan
balances declined $1.1 billion to $16.3 billion in the fourth quarter of 2019 from $17.4 billion in the
year-earlier quarter, reflecting ongoing repayments of loans obtained in the acquisition of Hudson
City. Included in the residential real estate loan portfolio were loans held for sale that averaged $382
million and $229 million in the final quarters of 2019 and 2018, respectively. Consumer loans
averaged $15.3 billion in the last three months of 2019, $1.4 billion or 10% higher than in the
corresponding 2018 quarter. That increase resulted from higher average balances of automobile and
recreational finance loans. Total loans and leases at December 31, 2019 rose $2.5 billion to $90.9
billion from $88.5 billion at December 31, 2018. Higher commercial loans, commercial real estate
loans and consumer loans were partially offset by lower residential real estate loans, reflecting
ongoing repayments of loans obtained in the Hudson City acquisition. The net interest spread
narrowed in the fourth quarter of 2019 to 3.30%, down 27 basis points from 3.57% in the
corresponding quarter of 2018. The yield on earning assets in the last three months of 2019 was
4.27%, down 24 basis points from the year-earlier quarter. That decline reflects the impact of
decreases in short-term interest rates initiated by the Federal Reserve in 2019 that contributed to
lower yields on loans and leases. The rate paid on interest-bearing liabilities in the 2019’s final
quarter was .97%, up 3 basis points from .94% in the similar quarter of 2018. That increase was due,
in part, to higher interest rates on deposit accounts associated with the residential mortgage servicing
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business. The contribution of net interest-free funds to the Company’s net interest margin was .34%
and .35% in the fourth quarters of 2019 and 2018, respectively. As a result, the Company’s net
interest margin narrowed to 3.64% in the fourth quarter of 2019 from 3.92% in the year-earlier
period.

The provision for credit losses was $54 million for the quarter ended December 31, 2019,
compared with $38 million in the year-earlier period. Net loan charge-offs were $41 million in the
last three months of 2019, representing an annualized .18% of average loans and leases outstanding,
compared with $38 million or .17% during the similar 2018 period. Net charge-offs in the fourth
quarters of 2019 and 2018 included: net charge-offs of residential real estate loans of less than $1
million in 2019 and $2 million in 2018; net charge-offs of commercial real estate loans of less than
$1 million in 2019, compared with net recoveries of less than $1 million in 2018; net charge-offs of
commercial loans of $14 million in 2019 and $10 million in 2018; and net charge-offs of consumer
loans of $27 million in each of 2019 and 2018.

Other income rose to $521 million in the fourth quarter of 2019 from $481 million in the similar
2018 period. That improvement resulted from significantly higher residential mortgage banking
revenues and trust income, partially offset by unrealized losses on investment securities. The rise in
residential mortgage banking revenues reflects higher origination and servicing income. The higher
trust income was largely due to increased revenues from the ICS businesses.

Other expense totaled $824 million during the recent quarter, compared with $802 million in
the final quarter of 2018. Included in such amounts are expenses considered to be “nonoperating” in
nature consisting of amortization of core deposit and other intangible assets of $4 million and $5
million during the quarters ended December 31, 2019 and 2018, respectively. Exclusive of those
nonoperating expenses, noninterest operating expenses were $819 million in the fourth quarter of
2019 and $797 million in the corresponding 2018 quarter. Significant factors contributing to the
higher level of noninterest operating expenses in 2019’s final quarter as compared with the year-
earlier quarter were increased costs for salaries and employee benefits and outside data processing
and software, partially offset by lower contributions to The M&T Charitable Foundation and a
reduction of the valuation allowance for capitalized residential mortgage servicing rights. The
Company’s efficiency ratio during the final quarters of 2019 and 2018 was 53.1% and 51.7%,
respectively. Table 25 includes a reconciliation of other expense to noninterest operating expense and
the calculation of the efficiency ratio for each of the quarters of 2019 and 2018.

Segment Information

In accordance with GAAP, the Company’s reportable segments have been determined based upon its
internal profitability reporting system, which is organized by strategic business unit. Certain strategic
business units have been combined for segment information reporting purposes where the nature of
the products and services, the type of customer, and the distribution of those products and services
are similar. The reportable segments are Business Banking, Commercial Banking, Commercial Real
Estate, Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.

The financial information of the Company’s segments was compiled utilizing the accounting
policies described in note 22 of Notes to Financial Statements. The management accounting policies
and processes utilized in compiling segment financial information are highly subjective and, unlike
financial accounting, are not based on authoritative guidance similar to GAAP. As a result, reported
segments and the financial information of the reported segments are not necessarily comparable with
similar information reported by other financial institutions. Furthermore, changes in management
structure or allocation methodologies and procedures may result in changes in reported segment
financial data. Financial information about the Company’s segments is presented in note 22 of Notes
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to Financial Statements. Each reportable segment benefited from a lower corporate Federal income
tax rate in 2018 and 2019 due to the enactment of the Tax Act, as compared with 2017.

The Business Banking segment provides a wide range of services to small businesses and
professionals within markets served by the Company through the Company’s branch network,
business banking centers and other delivery channels such as telephone banking, Internet banking
and automated teller machines. Services and products offered by this segment include various
business loans and leases, including loans guaranteed by the Small Business Administration, business
credit cards, deposit products, and financial services such as cash management, payroll and direct
deposit, merchant credit card and letters of credit. Net income of the Business Banking segment
aggregated $168 million in each of 2019 and 2018. Higher net interest income of $17 million in 2019
was largely offset by increases of $11 million in centrally-allocated costs associated with data
processing, risk management and other support services provided to the Business Banking segment
and $6 million in the provision for credit losses, primarily due to higher net charge-offs. The higher
net interest income reflected a six basis point widening of the net interest margin on deposits, higher
average deposit balances of $192 million and higher average outstanding loan balances of $151
million. This segment recorded net income of $116 million in 2017. The 45% rise in net income in
2018 as compared with 2017 resulted from a $41 million increase in net interest income, a $5 million
decrease in the provision for credit losses, due to lower net charge-offs, and the lower income tax rate
in 2018. The growth in net interest income reflected a widening of the net interest margin on deposits
of 42 basis points, offset, in part, by a 14 basis point narrowing of the net interest margin on loans.
Those favorable factors were partially offset by a $5 million increase in centrally-allocated costs,
largely associated with data processing, risk management and other support services provided to the
Business Banking segment.

The Commercial Banking segment provides a wide range of credit products and banking
services for middle-market and large commercial customers, mainly within the markets served by the
Company. Services provided by this segment include commercial lending and leasing, letters of
credit, deposit products, and cash management services. The Commercial Banking segment recorded
net income of $520 million in 2019, compared with $539 million in 2018. The most significant
factors contributing to the 3% decline in net income from 2018 to 2019 included an $18 million
increase in centrally-allocated costs, largely associated with data processing, risk management and
other support services provided to the Commercial Banking segment, a higher provision for credit
losses of $17 million primarily due to lower recoveries of previously charged-off loans, and higher
personnel-related costs of $6 million. Partially offsetting those unfavorable factors were lower FDIC
assessments of $11 million and a $7 million rise in net interest income that reflected higher average
outstanding loan balances of $1.4 billion and a five basis point widening of the net interest margin on
deposits offset, in part, by a narrowing of the net interest margin on loans of seven basis points and
lower average deposit balances of $612 million. Net income for the Commercial Banking segment
totaled $437 million in 2017. The improvement in net income in 2018 as compared with 2017 was
predominantly driven by the lower income tax rate in 2018, a $13 million increase in net interest
income, lower FDIC assessments of $8 million and a $5 million increase in merchant discount and
credit card fees. The increased net interest income reflected a 59 basis point expansion of the net
interest margin on deposits, partially offset by a seven basis point narrowing of the net interest
margin on loans and lower average deposit balances of $2.2 billion. Offsetting the favorable factors
noted above were a $25 million increase in centrally-allocated costs, largely associated with data
processing, risk management and other support services provided to the Commercial Banking
segment, and higher personnel-related costs of $5 million.

The Commercial Real Estate segment provides credit and deposit services to its customers. Real
estate securing loans in this segment is generally located in states where the Company has a branch
presence but, to a lesser extent, may be located in other states as well. Commercial real estate loans
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may be secured by apartment/multifamily buildings; office, retail and industrial space; or other types
of collateral. Activities of this segment also include the origination, sales and servicing of
commercial real estate loans through the Fannie Mae DUS program and other programs.
Commercial real estate loans held for sale are included in this segment. Net income for the
Commercial Real Estate segment was $486 million in 2019, up 7% from $453 million in 2018. That
improvement was primarily attributable to: a $27 million increase in net interest income, reflecting
higher average outstanding loan balances of $914 million; higher mortgage banking revenues as
previously noted; higher trading account and foreign exchange gains of $13 million, resulting from
increased activity related to interest rate swap agreements executed on behalf of commercial
customers; and reduced FDIC assessments of $13 million. Those favorable factors were partially
offset by a $25 million increase in centrally-allocated costs associated with data processing, risk
management and other support services provided to the Commercial Real Estate segment and an $11
million rise in personnel-related expenses, reflecting merit and other increases and higher incentive-
based compensation. Net income for this segment increased 24% in 2018 from $364 million in 2017.
That improvement resulted from: the lower income tax rate in 2018; a rise in net interest income of
$16 million; lower FDIC assessments of $11 million; higher mortgage banking revenues of $5
million, resulting from increased servicing income; and higher trading account and foreign exchange
gains of $5 million, largely due to increased activity related to interest rate swap transactions
executed on behalf of commercial customers. Those favorable factors were partially offset by an $11
million rise in the provision for credit losses, mainly due to higher recoveries of previously charged-
off loans in 2017, and $10 million increases in each of salaries and employee benefits and allocated
operating expenses associated with data processing, risk management and other support services
provided to the Commercial Real Estate segment. The higher net interest income was largely
attributable to a 52 basis point widening of the net interest margin on deposits, offset, in part, by a
four basis point narrowing of the net interest margin on loans.

The Discretionary Portfolio segment includes investment and trading account securities,
residential real estate loans and other assets, short-term and long-term borrowed funds, brokered
deposits, and Cayman Islands office deposits. This segment also provides foreign exchange services
to customers. Net income of the Discretionary Portfolio segment aggregated $144 million in 2019
and $116 million in 2018. The 24% rise in the 2019’s net income as compared with 2018 was
predominantly due to $18 million of unrealized valuation gains associated with marketable equity
securities (compared with unrealized losses of $6 million in 2018), higher trading account and
foreign exchange gains of $7 million resulting from lower valuation losses on interest rate floor
contracts and a $7 million decline in FDIC assessments, partially offset by lower net interest income
of $18 million, reflecting lower average outstanding loan balances. Net income of the Discretionary
Portfolio segment in 2018 declined 14% from $135 million in 2017. That decline reflected a $49
million decrease in net interest income, lower gains on investment securities of $24 million and a $7
million decrease in income from bank owned life insurance. The lower net interest income reflected a
narrowing of the net interest margin on loans of five basis points and lower average loan balances of
$2.6 billion, reflecting ongoing repayments of loans obtained in the acquisition of Hudson City.
During 2017, the Company recorded realized gains on the sale of investment securities of $18
million. Favorable factors offsetting the declines noted included: the lower income tax rate in 2018; a
$24 million decline in the provision for credit losses, primarily due to the favorable impact from the
Company’s allocation methodologies for the provision for credit losses associated with acquired
loans that reflect lower loan balances and net charge-offs; lower FDIC assessments of $6 million; and
a decrease in other real estate-related servicing costs.

The Residential Mortgage Banking segment originates and services residential mortgage loans
and sells substantially all of those loans in the secondary market to investors or to the Discretionary
Portfolio segment. The Company periodically purchases the rights to service loans and also sub-
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services residential real estate loans for others. Residential real estate loans held for sale are included
in this segment. The Residential Mortgage Banking segment’s net income increased 59% to $72
million in 2019 from $45 million in 2018. That year-over-year increase was attributable to higher
revenues of $47 million associated with servicing and sub-servicing residential real estate loans
(including intersegment revenues), a $37 million rise in revenues from mortgage origination and
sales activities (including intersegment revenues), and higher net interest income of $6 million,
reflecting a widening of the net interest margin on deposits of 22 basis points and higher average
deposit balances of $751 million, offset, in part, by a narrowing of the net interest margin on loans of
73 basis points. Partially offsetting those favorable factors were a $17 million increase in servicing-
related costs (including intersegment costs), higher outside data processing and software expenses of
$14 million, an $8 million rise in personnel-related costs and a $7 million addition to the valuation
allowance for capitalized mortgage servicing rights in 2019. Net income for the Residential
Mortgage Banking segment in 2018 declined slightly from $46 million in 2017. That decline resulted
from an $18 million decrease in revenues associated with mortgage origination and sales activities
(including intersegment revenues) and lower net interest income of $16 million, reflecting a
narrowing of the net interest margin on loans of 48 basis points and lower average deposit balances.
Offsetting those unfavorable factors were lower servicing-related costs (including intersegment
costs) of $14 million and the lower income tax rate in 2018.

The Retail Banking segment offers a variety of services to consumers through several delivery
channels which include branch offices, automated teller machines, telephone banking and Internet
banking. The Company has branch offices in New York State, Maryland, New Jersey, Pennsylvania,
Delaware, Connecticut, Virginia, West Virginia and the District of Columbia. Credit services offered
by this segment include consumer installment loans, automobile and recreational finance loans
(originated both directly and indirectly through dealers), home equity loans and lines of credit, and
credit cards. The segment also offers to its customers deposit products, including demand, savings
and time accounts; investment products, including mutual funds and annuities; and other services.
Net income for the Retail Banking segment totaled $528 million in 2019 and $541 million in 2018.
Factors contributing to the decline in net income in 2019 included a $20 million rise in personnel-
related costs due largely to merit and other increases, higher professional services and other operating
expenses of $15 million, a $10 million rise in the provision for credit losses, due to higher net
charge-offs and loan balances, and a $9 million increase in centrally-allocated costs, largely
associated with data processing, risk management and other support services provided to the Retail
Banking segment. Those factors were partially offset by increases of $39 million in net interest
income and $8 million in service charges on deposit accounts. The net interest income growth
reflected higher average outstanding loan balances of $1.2 billion and a widening of the net interest
margin on deposits of 10 basis points, partially offset by lower average deposit balances of $1.2
billion. The Retail Banking segment’s net income in 2018 was up 44% from $377 million in 2017.
That improvement was predominantly attributable to a $141 million rise in net interest income that
reflected a 49 basis point widening of the net interest margin on deposits, partially offset by lower
average deposit balances of $2.8 billion, and the lower income tax rate in 2018. Those favorable
factors were offset, in part, by a $28 million increase in centrally-allocated costs associated with data
processing, risk management and other support services provided to the Retail Banking Segment.

The “All Other” category reflects other activities of the Company that are not directly
attributable to the reported segments. Reflected in this category are the amortization of core deposit
and other intangible assets resulting from the acquisitions of financial institutions, income associated
with BLG, merger-related expenses resulting from acquisitions, and the net impact of the Company’s
allocation methodologies for internal transfers for funding charges and credits associated with the
earning assets and interest-bearing liabilities of the Company’s reportable segments and the provision
for credit losses. The “All Other” category also includes trust income of the Company that reflects
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the ICS and WAS business activities. The various components of the “All Other” category resulted
in net income of $11 million and $55 million in 2019 and 2018, respectively, and a net loss of $66
million in 2017. As compared with 2018, the lower net income in 2019 reflected the impact of the
$48 million charge from the sale of the affiliated asset manager and higher expenses for salaries and
employee benefits, equipment and net occupancy, and professional services (net of allocations of
centralized support services to other segments). Those unfavorable factors were partially offset by
lower additions to the reserve for legal matters as previously noted, higher trust income of $35
million, the favorable impact from the Company’s allocation methodologies for internal transfers for
funding charges and credits associated with earning assets and interest-bearing liabilities of the
Company’s reportable segments, lower contributions to The M&T Charitable Foundation of $29
million, and a $13 million increase in income from BLG. The significant improvement in 2018 as
compared with 2017 was driven by the favorable impact from the Company’s allocation
methodologies for income taxes and for internal transfers for funding charges and credits associated
with earning assets and interest-bearing liabilities of the Company’s reportable segments; higher trust
income of $36 million; $24 million of income from BLG in 2018; and lower charitable contributions
of $21 million in 2018. Those favorable factors were partially offset by: higher expenses related to
the settlements of WT Corp pre-acquisition legal-related matters; a $21 million increase in
professional and other outside services expenses; and a $10 million decline in brokerage services
income.

Recent Accounting Developments
A discussion of recent accounting developments is included in note 26 of Notes to Financial
Statements.

Forward-Looking Statements

Management’s Discussion and Analysis of Financial Condition and Results of Operations and other
sections of this Annual Report contain forward-looking statements that are based on current
expectations, estimates and projections about the Company’s business, management’s beliefs and
assumptions made by management. Forward-looking statements are typically identified by words
such as “believe,” “expect,” “anticipate,” “intend,” “target,” “estimate,” “continue,” “positions,”
“prospects” or “potential,” by future conditional verbs such as “will,” “would,” “should,” “could,” or
“may,” or by variations of such words or by similar expressions. These statements are not guarantees
of future performance and involve certain risks, uncertainties and assumptions (‘“Future Factors™)
which are difficult to predict. Therefore, actual outcomes and results may differ materially from what
is expressed or forecasted in such forward-looking statements. Forward-looking statements speak
only as of the date they are made and the Company assumes no duty to update forward-looking
statements.

Future Factors include changes in interest rates, spreads on earning assets and interest-bearing
liabilities, and interest rate sensitivity; prepayment speeds, loan originations, credit losses and market
values of loans, collateral securing loans and other assets; sources of liquidity; common shares
outstanding; common stock price volatility; fair value of and number of stock-based compensation
awards to be issued in future periods; the impact of changes in market values on trust-related
revenues; legislation and/or regulation affecting the financial services industry as a whole, and M&T
and its subsidiaries individually or collectively, including tax legislation or regulation; regulatory
supervision and oversight, including monetary policy and capital requirements; changes in
accounting policies or procedures as may be required by the FASB or regulatory agencies; increasing
price and product/service competition by competitors, including new entrants; rapid technological
developments and changes; the ability to continue to introduce competitive new products and
services on a timely, cost-effective basis; the mix of products/services; containing costs and
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expenses; governmental and public policy changes; protection and validity of intellectual property
rights; reliance on large customers; technological, implementation and cost/financial risks in large,
multi-year contracts; the outcome of pending and future litigation and governmental proceedings,
including tax-related examinations and other matters; continued availability of financing; financial
resources in the amounts, at the times and on the terms required to support M&T and its subsidiaries’
future businesses; and material differences in the actual financial results of merger, acquisition and
investment activities compared with M&T’s initial expectations, including the full realization of
anticipated cost savings and revenue enhancements.

These are representative of the Future Factors that could affect the outcome of the forward-
looking statements. In addition, such statements could be affected by general industry and market
conditions and growth rates, general economic and political conditions, either nationally or in the
states in which M&T and its subsidiaries do business, including interest rate and currency exchange
rate fluctuations, changes and trends in the securities markets, and other Future Factors.
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Table 24

QUARTERLY TRENDS
2019 Quarters 2018 Quarters
Fourth Third Second First Fourth Third Second First
Earnings and dividends
Amounts in thousands, except per share
Interest income (taxable-equivalent basis) ..........c.cccoevvenee $1,191,295 1,235,048 1,243,838 1,232,276 1,226,239 1,173,108 1,134,302 1,086,959
Interest expense ....... 177,070 199,579 196,432 176,249 161,321 138,337 120,118 106,633
Net interest income.. 1,014,225 1,035,469 1,047,406 1,056,027 1,064,918 1,034,771 1,014,184 980,326
Less: provision for credit 10SSes .........cocevevrevreivirieirieeninnae 54,000 45,000 55,000 22,000 38,000 16,000 35,000 43,000
Other income 521,040 527,779 512,095 500,765 480,596 459,294 457,414 458,696
Less: other expense.. 823,683 877,619 873,032 894,348 802,162 775,979 776,577 933,344
Income before inCome taxes..........evvvevverueereevrieisirieerienninnas 657,582 640,629 631,469 640,444 705,352 702,086 660,021 462,678
Applicable income taxes 159,124 154,969 152,284 151,735 153,175 170,262 161,464 105,259
Taxable-equivalent adjustment. 5,392 5,579 5,925 5,967 5,958 5,733 5,397 4,809
Net income . $ 493,066 480,081 473,260 482,742 546,219 526,091 493,160 352,610
Net income available to common shareholders-diluted ..... $ 473,372 461,410 452,633 462,086 525,328 505,365 472,600 332,749
Per common share data
Basic earnings.. $ 3.60 3.47 334 3.35 3.76 3.54 3.26 224
Diluted earnings... . 3.60 3.47 3.34 3.35 3.76 3.53 3.26 223
Cash dividends. $ 1.10 1.00 1.00 1.00 1.00 1.00 .80 75
Average common shares outstanding
BASIC ..vviiiiciicicic s 131,512 132,965 135,433 137,889 139,744 142,822 144,825 148,688
Diluted 131,549 132,999 135,464 137,920 139,838 142,976 144,998 148,905
Performance ratios, annualized
Return on
AVETAZE ASSELS ..ottt 1.60 % 1.58 % 1.60 % 1.68 % 1.84 % 1.80 % 1.70 % 1.22 %
Average common shareholders’ equity ..............c....... 12.95 % 12.73 % 12.68 % 13.14 % 14.80 % 14.08 % 1332 % 9.15 %
Net interest margin on average earning assets
(taxable-equivalent basis)... 3.64 % 3.78 % 391 % 4.04 % 3.92 % 3.88 % 3.83 % 371 %
Nonaccrual loans to total loans and leases, net of
unearned discount 1.06 % 1.12 % 96 % 99 % 1.01 % 1.00 % 93 % 99 %
Net operating (tangible) results (a)
Net operating income (in thousands)... . $ 496,237 483,830 477,001 486,440 550,169 530,619 497,869 357,498
Diluted net operating income per common share. . $ 3.62 3.50 3.37 3.38 3.79 3.56 3.29 2.26
Annualized return on
Average tangible assets ..........c.ccceeeeieieiieenenns 1.67 % 1.66 % 1.68 % 1.76 % 1.93 % 1.89 % 1.79 % 1.28 %
Average tangible common shareholders’ equity ....... 19.08 % 18.85 % 18.83 % 19.56 % 22.16 % 21.00 % 1991 % 13.51 %
Efficiency ratio (b) .. 53.15 % 55.95 % 55.98 % 57.56 % 51.70 % 51.41 % 52.42 % 63.98 %
Balance sheet data
In millions, except per share
Average balances
Total assets (c). $ 122,554 120,388 118,487 116,839 117,799 115,997 116,413 117,684
Total tangible aSSEts (C) ......cevevevruereueriuereiriereieieienenns 117,938 115,769 113,864 112,213 113,169 111,363 111,775 113,041
Earning assets .. 110,581 108,643 107,511 106,096 107,785 105,835 106,210 107,231
Investment securities 10,044 11,075 12,170 12,949 13,034 13,431 13,856 14,467
Loans and leases, net of unearned discount................ 90,244 90,078 89,150 88,477 87,301 87,132 87,406 87,766
Deposits 96,903 94,095 91,371 89,733 91,104 89,252 90,195 91,119
Common shareholders’ equity (c) 14,582 14,464 14,398 14,337 14,157 14,317 14,301 14,827
Tangible common shareholders’ equity (c).. 9,966 9,845 9,775 9,711 9,527 9,683 9,663 10,184
At end of quarter
Total assets (c). $ 119,873 125,501 121,555 120,025 120,097 116,828 118,426 118,623
Total tangible asSets (C) ......ceevevrueueuerivereieiereieieieienns 115,258 120,883 116,934 115,400 115,470 112,197 113,790 113,982
Earning assets .. 107,673 113,067 110,323 108,849 109,321 106,331 107,819 107,976
Investment securities 9,497 10,678 11,580 12,537 12,693 13,074 13,283 14,067
Loans and leases, net of unearned discount................ 90,923 89,823 89,878 88,640 88,466 86,680 87,797 87,711
Deposits 94,770 95,114 91,681 90,470 90,157 89,140 89,273 90,947
Common shareholders’ equity, net of undeclared
cumulative preferred dividends (c)... 14,467 14,530 14,457 14,353 14,225 14,201 14,343 14,475
Tangible common shareholders’ equity (c) .. 9,852 9,912 9,836 9,728 9,598 9,570 9,707 9,834
Equity per common share 110.78 109.84 107.73 105.04 102.69 100.38 99.43 98.60
Tangible equity per common share ............ccoeeeeruenne 75.44 74.93 73.29 71.19 69.28 67.64 67.29 66.99
(a) Excludes amortization and balances related to goodwill and core deposit and other intangible assets and merger-related expenses which, except in the calculation of the
efficiency ratio, are net of applicable income tax effects. A reconciliation of net income and net operating income appears in Table 25.
(b) Excludes impact of merger-related expenses and net securities transactions.
(c) The difference between total assets and total tangible assets, and common shareholders’ equity and tangible common shareholders’ equity, represents goodwill, core

deposit and other intangible assets, net of applicable deferred tax balances. A reconciliation of such balances appears in Table 25 .
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Table 25

RECONCILIATION OF QUARTERLY GAAP TO NON-GAAP MEASURES

Income statement data (in thousands,
except per share)
Net income
NEt iNCOME. ....vviiiiiiiiiciiieceececeene
Amortization of core deposit and other
intangible assets (a).......ccoeeeereereerierecnienenens
Net operating income............cccceevvverveenene.

Earnings per common share
Diluted earnings per common share .................
Amortization of core deposit and other
intangible assets (@) ........cccoeveeereiieereeninenes
Diluted net operating earnings per
COMMON ShAre ........ccovoveveveieieiiiiicicicicane
Other expense
Other eXPense..........ccovuvvveuniiccreiicesceeees
Amortization of core deposit and other
intangible assets
Noninterest operating expense .

Efficiency ratio
Noninterest operating expense (numerator)......

Taxable-equivalent net interest income............
Other iNCOME.......cceieviieiiiieireeiecceeee
Less: Gain (loss) on bank investment
securities
Denominator .......c.c.cceueueeueuereeeeueuereveereeneenes

Efficiency ratio..........cccccooovvviiiiiciiiciiinns

Balance sheet data (in millions)

Average assets

Average assets

GOOdWill ...

Core deposit and other intangible assets............

Deferred taxes
Average tangible assets........c.cccoevvevvueunnne

Average common equity

Average total equity ........cccoooveeeriircniiicnnine.

Preferred stock
Average common equity ...

Goodwill ....

Core deposit and other intangible assets.

Deferred taxes
Average tangible common equity .............

At end of quarter

Total assets

Total assets

GOOAWIIL ...t

Core deposit and other intangible assets.

Deferred taxes
Total tangible assets ...........ccevvevevrvervuennnn

Total common equity
Total €QUILY «.cvevereereeeiereeeeerc e
Preferred stock
Undeclared dividends - cumulative
preferred StocK ......ccovveeriricrinncieecieeen
Common equity, net of undeclared
cumulative preferred dividends..............
Goodwill
Core deposit and other intangible assets.
Deferred taxes .......occveevevereereereereenereenes
Total tangible common equity ..................

(a) After any related tax effect.

2019 Quarters 2018 Quarters
Fourth Third Second First Fourth Third Second First

$ 493,066 480,081 473,260 482,742 546,219 526,091 493,160 352,610
3,171 3,749 3,741 3,698 3,950 4,528 4,709 4,888

$ 496,237 483,830 477,001 486,440 550,169 530,619 497,869 357,498
$ 3.60 3.47 3.34 3.35 3.76 3.53 3.26 223
.02 .03 .03 .03 .03 .03 .03 .03

$ 3.62 3.50 3.37 3.38 3.79 3.56 3.29 2.26
$ 823,683 877,619 873,032 894,348 802,162 775,979 776,577 933,344
(4,305) (5,088) (5,077) (5,020) (5,359) (6,143) (6,388) (6,632)

$ 819,378 872,531 867,955 889,328 796,803 769,836 770,189 926,712
$ 819,378 872,531 867,955 889,328 796,803 769,836 770,189 926,712
$1,014,225 1,035,469 1,047,406 1,056,027 1,064,918 1,034,771 1,014,184 980,326
521,040 527,779 512,095 500,765 480,596 459,294 457,414 458,696
(6,452) 3,737 8,911 11,841 4,219 (3,415) 2,326 (9,431)
$1,541,717 1,559,511 1,550,590 1,544,951 1,541,295 1,497,480 1,469,272 1,448,453
53.15% 55.95% 55.98 % 57.56 % 51.70% 51.41% 52.42 % 63.98 %

$ 122,554 120,388 118,487 116,839 117,799 115,997 116,413 117,684
(4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
(31) (36) (41) (45) (50) (55) (62) (68)

8 10 11 12 13 14 17 18

$ 117,938 115,769 113,864 112,213 113,169 111,363 111,775 113,041
$ 15832 15,837 15,630 15,569 15,389 15,549 15,533 16,059
(1,250) (1,373) (1,232) (1,232) (1,232) (1,232) (1,232) (1,232)
14,582 14,464 14,398 14,337 14,157 14,317 14,301 14,827
(4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
31) (36) 41) 45) (50) (55) (62) (68)

8 10 11 12 13 14 17 18

$ 9,966 9,845 9,775 9,711 9,527 9,683 9,663 10,184
$ 119,873 125,501 121,555 120,025 120,097 116,828 118,426 118,623
(4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
(29) (33) (38) (44) (47) (52) (59) (65)

7 8 10 12 13 14 16 17

$ 115,258 120,883 116,934 115,400 115,470 112,197 113,790 113,982
$ 15717 15,780 15,692 15,588 15,460 15,436 15,578 15,710
(1,250) (1,250) (1,232) (1,232) (1,232) (1,232) (1,232) (1,232)

— — 3) 3) 3) 3) 3) 3)
14,467 14,530 14,457 14,353 14,225 14,201 14,343 14,475
(4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
(29) (33) (38) (44) (47) (52) (59) (65)

7 8 10 12 13 14 16 17

$ 9,852 9,912 9,836 9,728 9,598 9,570 9,707 9,834
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Incorporated by reference to the discussion contained in Part II, Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” under the captions “Liquidity,
Market Risk, and Interest Rate Sensitivity” (including Table 22) and “Capital.”

Item 8. Financial Statements and Supplementary Data.

Financial Statements and Supplementary Data consist of the financial statements as indexed and
presented below and Table 24 “Quarterly Trends” presented in Part II, Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.”

Index to Financial Statements and Financial Statement Schedules

Report on Internal Control Over Financial Reporting ............cocevveriiineenieniieniieneenieeiecieeene 109
Report of Independent Registered Public Accounting Firm ........ccccoooueiviiniiniiiiiinnienicciecieeee 110
Consolidated Balance Sheet — December 31, 2019 and 2018 ......ccovvvvemieeiiiiiiiiiiiieeeeeeeeeeeeeeieenns 113
Consolidated Statement of Income — Years ended December 31, 2019, 2018 and 2017 ............ 114
Consolidated Statement of Comprehensive Income — Years ended December 31, 2019, 2018

ANA 20017 oo e e e e —————e e e e e e e ————teee e e e e ———reeeeee e e ———teeeeeaaaas 115

Consolidated Statement of Cash Flows — Years ended December 31, 2019, 2018 and 2017..... 116
Consolidated Statement of Changes in Shareholders’ Equity — Years ended December 31,

2019, 2018 ANA 2017 oottt ettt e e e e e e — e e e e e e e e r—raaaeeas 117
Notes to FINancial StAtemMENTS ...........veiiiiiiiiiiieiiiee e e e e ee et e e e e e e eeaareeeeeeeeeeannnees 118
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Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting at M&T Bank Corporation and subsidiaries (“the Company”). Management has assessed
the effectiveness of the Company’s internal control over financial reporting as of December 31, 2019
based on criteria described in “Internal Control — Integrated Framework (2013)” issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on that assessment,
management concluded that the Company maintained effective internal control over financial
reporting as of December 31, 2019.

The consolidated financial statements of the Company have been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, that was engaged to
express an opinion as to the fairness of presentation of such financial statements.
PricewaterhouseCoopers LLP was also engaged to assess the effectiveness of the Company’s internal
control over financial reporting. The report of PricewaterhouseCoopers LLP follows this report.

M&T BANK CORPORATION

René F. Jones
Chairman of the Board and Chief Executive Officer

O

Darren J. King
Executive Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of
M&T Bank Corporation

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheet of M&T Bank Corporation and its
subsidiaries (the “Company”) as of December 31, 2019 and 2018, and the related consolidated
statements of income, of comprehensive income, of changes in shareholders' equity and of cash flows
for each of the three years in the period ended December 31, 2019, including the related notes
(collectively referred to as the “consolidated financial statements”). We also have audited the
Company's internal control over financial reporting as of December 31, 2019, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2019 and 2018, and the results of
its operations and its cash flows for each of the three years in the period ended December 31, 2019 in
conformity with accounting principles generally accepted in the United States of America. Also in
our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2019, based on criteria established in Internal Control -
Integrated Framework (2013) issued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for
maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Report on
Internal Control Over Financial Reporting. Our responsibility is to express opinions on the
Company’s consolidated financial statements and on the Company's internal control over financial
reporting based on our audits. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules
and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement, whether due to error or fraud, and whether
effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks
of material misstatement of the consolidated financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our
audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.
Our audit of internal control over financial reporting included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
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audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matter communicated below is a matter arising from the current period audit of the
consolidated financial statements that was communicated or required to be communicated to the
audit committee and that (i) relates to accounts or disclosures that are material to the consolidated
financial statements and (ii) involved our especially challenging, subjective, or complex judgments.
The communication of critical audit matters does not alter in any way our opinion on the
consolidated financial statements, taken as a whole, and we are not, by communicating the critical
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or
disclosures to which it relates.

Allowance for Credit Losses — Commercial Loans and Commercial Real Estate Loans Loss Factors

As described in Notes 1 and 4 to the consolidated financial statements, the Company’s allowance for
credit losses of $1.1 billion, represents management’s estimate of losses inherent in the loan and
lease portfolio of $90.9 billion as of December 31, 2019. The Company’s allowance for credit losses
allocated to commercial loans and commercial real estate loans comprise a significant portion of the
total allowance for credit losses. The allowance for credit losses allocated to commercial loans and
commercial real estate loans is primarily determined by applying loss factors to groups of loan
balances based on loan type and management’s classification of commercial loans and commercial
real estate loans under the Company’s loan grading system. Factors considered in assigning loan
grades and loss factors include borrower-specific information, levels of and trends in portfolio
charge-offs and recoveries, levels of and trends in portfolio delinquencies and impaired loans,
changes in the risk profile of specific portfolios, trends in volume and terms of loans, effects of
changes in credit concentrations, and observed trends and practices in the banking industry.
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The principal considerations for our determination that performing procedures relating to the
allowance for credit losses — commercial loans and commercial real estate loans loss factors is a
critical audit matter are (i) the application of significant judgment and estimation by management in
determining the commercial loans and commercial real estate loans loss factors, which led to a high
degree of auditor judgment and subjectivity in performing procedures related thereto, (ii) a high
degree of auditor judgment was necessary to evaluate the evidence obtained related to the
commercial loans and commercial real estate loans loss factors, and (iii) the audit effort involved the
use of professionals with specialized skill and knowledge to assist in evaluating the audit evidence
obtained from these procedures.

Addressing the matter involved performing procedures and evaluating audit evidence in connection
with forming our overall opinion on the consolidated financial statements. These procedures included
testing the effectiveness of controls relating to the Company’s allowance for credit losses estimation
process, including controls over commercial loan and commercial real estate loan loss factors. These
procedures also included, among others, testing management’s process for determining the allowance
for credit losses allocated to commercial loans and commercial real estate loans, including testing the
completeness and accuracy of data used in the estimate and the involvement of professionals with
specialized skill and knowledge to assist in evaluating the appropriateness of the methodology and
evaluating the reasonableness of the commercial loans and commercial real estate loans loss factors.
Evaluating the commercial loan and commercial real estate loan loss factors included evaluating the
reasonableness of the impact of borrower-specific information, levels of and trends in portfolio
charge-offs and recoveries, levels of and trends in portfolio delinquencies and impaired loans,
changes in the risk profile of specific portfolios, trends in volume and terms of loans, effects of
changes in credit concentrations, and observed trends and practices in the banking industry.

Diconmolue Lo SO

Buffalo, New York
February 19, 2020

We have served as the Company’s auditor since 1984.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheet

(Dollars in thousands, except per share)
Assets
Cash and due from DANKS ..........c.coovuiieiiiiiieeie ettt s e e s ae e taeeaeeeseeeseeenns
Interest-bearing deposits at banks ..
Federal funds sold ..........cccceevennnen
TTAdING ACCOUNL......cueitiiitiieieteiet ettt ettt ettt e h et b e bt e bt e e st e st eb e e bt e bt et et e bensenes
Investment securities (includes pledged securities that can be sold or repledged of
$200,339 at December 31, 2019; $487,365 at December 31, 2018)
Available for sale (cost: $6,258,276 at December 31, 2019;
$8,869,423 at December 31, 2018) ....oouvicuiiiiiiieeieeeeeeeteeee et
Held to maturity (fair value: $2,699,206 at December 31, 2019;
$3,255,483 at December 31, 2018)......ocvieeeeeieeeeeieeeeeeeeeeeeeteeteeee et
Equity and other securities (cost: $487,041 at December 31, 2019;
$677,187 at December 31, 2018)....c.iiuiiiieieeieieeeete ettt
Total INVEStMENT SECUTTHES ....vvievvereieieeriesteeeieeeesieeee e et e eteereeae e e be e e e steerseereesseenseneas
L0ANS QNA LEASES . eicuvieerieiiieciiecie ettt et e et e et st eesta e e s e e e b e e tae e beeebaeentaeenbeeenbaennaaens
UNEArNEd AISCOUNL ....veeuviieieiieiieeieiteete et eteetesteete st esteesseeseebesssessaessessseseessesssesseessenseessens
Loans and leases, net of unearned diSCOUNT............coovviiiiiiuieiieiieeeeeereee e eevee e
AllOWANCE fOI CTEAIL LOSSES ... uveuvieurieiietieieeierieeiesiteteete st esteeteeteestesaeessesnsesseensesssenseensenes
L0ans and 1€ASES, NMEL ........ccouviiiiiiriiieeeiiee ettt eeeee e e et e e e et e e e eeataeeeeeaaeeeeeareeeeenaeeeas
Premises and equipment....
GOOAWIll....oocvvieiiieiieeiieeeeeeeee e
Core deposit and other intangible assets ..
Accrued interest and other assets...........
TOLAL ASSELS ..vveuvieereeeeetieiesteeteette st e e et esteeetesteesesseesseesaesssesseessessaesseeseeseessenseessenssenses
Liabilities
Noninterest-bearing dePOSItS..........ccueiririririirinierieieieiet ettt
Savings and interest-checking depOSIts..........ceeeriirierirriinieieeieseee ettt
THME AEPOSIES ..ttt b bbbttt s st be bt e b b et et et et e st entebteseebe et e b e bensenes
Deposits at Cayman IS1ands OffiCe ..........cccoeririirerieiiiiiiiieeeeee e
TOtAl AEPOSILS ...ttt ettt ettt ettt ettt b et
SHOTt-LErM DOTTOWINES ...c.veuviniiiiiiiiieiieiieiert ettt ettt ettt sbe e
Accrued interest and other liabilities..
Long-term borrowings ..
TOtal THADIIILIES . ..eevvieeeiieiiieciieeetie ettt et et e et e e e etteeetaeesaae e taeebeeeaseeenseessseessseennsaens
Shareholders' equity
Preferred stock, $1.00 par, 1,000,000 shares authorized,;

Issued and outstanding: Liquidation preference of $1,000 per

share: 350,000 shares at December 31, 2019 and 731,500 shares

at December 31, 2018; Liquidation preference of $10,000 per share:

90,000 shares at December 31, 2019 and 50,000 shares at December 31, 2018 ..................
Common stock, $.50 par, 250,000,000 shares authorized,

159,741,898 shares issued at December 31, 2019;

159,765,044 shares issued at December 31, 2018 ..........cccoeeeviiiciiieiiieeieeceeeee e
Common stock issuable, 21,534 shares at December 31, 2019;

24,563 shares at December 31, 2018 .
Additional paid-in capital...................
Retained earnings..............
Accumulated other comprehensive income (10SS), NEt .......cccoevuerrerierienienierieieieeeereseeseeenen
Treasury stock — common, at cost — 29,174,402 shares at December 31, 2019;

21,255,275 shares at December 31, 2018 .....oooooviiiioiiiieecieee et
Total SharehOlders’ EQUILY .......ceuerueerierierierierieeeete ettt ettt
Total liabilities and shareholders’” qUILtY .........cccecererererenienieeeeeeeeee e

December 31
2019 2018
$ 1,432,805 $ 1,605,439
7,190,154 8,105,197
3,500 —
470,129 185,584
6,318,776 8,682,509
2,656,917 3,316,640
521,558 693,664
9,497,251 12,692,813
91,188,525 88,733,492
(265,656) (267,015)
90,922,869 88,466,477
(1,051,071) (1,019,444)
89,871,798 87,447,033
1,140,924 647,408
4,593,112 4,593,112
29,034 47,067
5,644,050 4,773,750
$ 119,872,757 $ 120,097,403
$ 32,396,407 $ 32,256,668
54,932,162 50,963,744
5,757,456 6,124,254
1,684,044 811,906
94,770,069 90,156,572
62,363 4,398,378
2,337,490 1,637,348
6,986,186 8,444,914
104,156,108 104,637,212
1,250,000 1,231,500
79,871 79,883
1,566 1,726
6,593,539 6,579,342
12,820,916 11,516,672
(206,680) (420,081)
(4,822,563) (3,528,851)
15,716,649 15,460,191
$ 119,872,757 $ 120,097,403

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Income

(In thousands, except per share)
Interest income

Loans and leases, including fees .........cccccoceevveneeninveneniencnnencnienn.

Investment securities

Interest expense

Savings and interest-checking deposits.........cceecuereeriereerieneenieneeeee
TIME AEPOSILS ..eeuveeneeieeieeieerie ettt ettt ettt et eaeeseeeeesaeeaeeaean
Deposits at Cayman Islands office........c.ccccevvrverineniniininincnenenenne
Short-term DOITOWINGS .....cc.cocveriiriiriiiiiieeieeeree e
Long-term DOITOWINGS. .....cccveerieiriieniiiiieeieeiee et

Total INETESt EXPEINSE ...eervrerurieriieiieeniieeieenteetee et eieesireeneeesaees
Net INIErest INCOME...........cccueevuievuieneiaiiieieeciienre ettt
Provision for credit IOSSES ........cc.eeveririenirniereenieneeieneeeneeeeeeiene
Net interest income after provision for credit 10SS€s........cccceevveeuennee.

Other income

Mortgage banking reVENUES .........cocueveeverieeieneenieneeneneeneeeenieenennens
Service charges on deposit ACCOUNLS .....c..eeverueerereeieneerieneeeenieeeeees
TIUSE INCOME.......ooviiiiiiiieieeetet et
Brokerage Services inCOME. .......c..eeverueeierieeienieeniineenieseenieeeesieeaennens
Trading account and foreign exchange gains...........ceceeceevereencnnennen.
Gain (loss) on bank investment SECUIItIES...........ceeveeeeureeerieeereeeenneen.
Other revenues from OPErations ............cceeeveereeriereenieneeneneeneseenieens

Total Other INCOME.......ccceereriirieieiieieeteeee e

Other expense

Salaries and employee benefits ...........ccoeeereerierieniesienieeeeee e
Equipment and net OCCUPANCY .......cceerueeeeruieiieiieieeienee e see e
Outside data processing and SOftWare ..........ccceceeceeererereneneneneennenn
FDIC QSSESSMENLS ...cuveeeuierieeriieiieeniiieiteeiteeiee et eiee st saee st esbeesiee e
Advertising and marketing ............ccecueevieriieriieniienieenieeeeneeeeeeeee
Printing, postage and SUPPLIES .......ccoveeriereiriiierieniee et
Amortization of core deposit and other intangible assets ....................
Other cOsts Of OPETALIONS.....ccc.eerviieriiiriiiriierieeiteeee ettt

Total Other EXPENSE ......cevuveriierieiiienieeieerie et
Income before taxes .........ccooevviviiiiiiiiiiiiiiiicc
INCOME LAXES....oviiiiiiiiiiiiiii s
NEETRCOME. ...ttt

Net income available to common shareholders

See accompanying notes to financial statements.
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Year Ended December 31

2019 2018 2017
$4,442,182  $4,164,561  $3,742,867
288,532 323,912 361,157
321 665 1,431
141,397 108,182 61,326
7,161 1,391 1,014
4,879,593 4,598,711 4,167,795
368,003 215411 133,177
95,426 51,423 61,505
21,917 5,633 1,186
24,741 5,386 1,511
239,242 248,556 189,372
749,329 526,409 386,751
4,130,264 4,072,302 3,781,044
176,000 132,000 168,000
3,954,264 3,940,302 3,613,044
457,770 360,442 363,827
432,978 429,337 427,372
572,608 537,585 501,381
48,922 51,069 61,445
62,044 32,547 35,301
18,037 (6,301) 21,279
469,320 451,321 440,538
2,061,679 1,856,000 1,851,143
1,900,797 1,752,264 1,648,794
324,079 298,828 295,084
229,731 199,025 184,670
41,535 68,526 101,871
93,472 85,710 69,203
39,893 35,658 35,960
19,490 24,522 31,366
819,685 823,529 773,377
3,468,682 3,288,062 3,140,325
2,547,261 2,508,240 2,323,862
618,112 590,160 915,556
$1,929,149  $1,918,080  $1,408,306
$1,849,509  $1,836,028  $1,327,503
1,849,511 1,836,035 1,327,517
$ 13.76  $ 1275 % 8.72
13.75 12.74 8.70



M&T BANK CORPORATION AND SUBSIDIARIES

Consolidated Statement of Comprehensive Income

Year Ended December 31
(In thousands) 2019 2018 2017
INEEINCOIMNE ....vvieitiieeiiieeeiieeeetee e et e e eibeeeeebeeeearaeesateeeensseeeaseesseseeesssaeesannes $1,929,149  $1,918,080 $1,408,306
Other comprehensive income (loss), net of tax and
reclassification adjustments:
Net unrealized gains (losses) on investment securities ..........c.......... 184,906 (86,523) (19,766)
Cash flow hedges adjuStments ...........ceecveerieerieerieenieenieeneeseeeneeeeeees 108,520 6,091 9,912)
Foreign currency translation adjustments...........cc.ccoceevereencneeniennnns 1,091 (2,225) 2,241
Defined benefit plans liability adjustments ...........coccecveveevieneeniennene (81,116) 43,243 22,288
Total other comprehensive income (10SS) ......ccceeeevvereenereencnnne. 213,401 (39,414) (5,149)
Total comprehensive iNCOME ........c.cveveveveveveirieiieieeeeeeeee, $2,142,550 $1,878,666  $1,403,157

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Cash Flows

(In thousands)
Cash flows from operating activities
NELINCOME ...t
Adjustments to reconcile net income to net cash provided by operating activities
Provision for credit 10SSEs .........oociuiiiiiiiiiiiiiiccc s
Depreciation and amortization of premises and equipment
Amortization of capitalized servicing rights
Amortization of core deposit and other intangible assets .
Provision for deferred income taxes .....

Asset write-downs......
Net (gain) loss on sales of assets.
Net change in accrued interest receivable, payable ...
Net change in other accrued income and expense
Net change in loans originated for sale
Net change in trading account assets and liabilities...
Net cash provided by operating activities
Cash flows from investing activities
Proceeds from sales of investment securities
Available for sale
Equity and other securities ...
Proceeds from maturities of investment securities
Available for sale....
Held to maturity...
Purchases of investment securities

AVAILADIE TOT SALE......cueetiiiitieiieteee ettt bbbt ebeene
Held to maturity
Equity and other securities .......
Net (increase) decrease in loans and 1€ases ...........ccevvevveruerreeenns
Net (increase) decrease in interest-bearing deposits at banks ..
Capital expenditures, net ..........
Net (increase) decrease in loan servicing advances.
Other, net
Net cash provided (used) by InVEStiNg ACHVIIES ....c..euerveririeririeirieiirieieieieieeet et
Cash flows from financing activities
Net increase (decrease) in deposits
Net increase (decrease) in short-term borrowings
Proceeds from long-term borrowings
Payments on long-term borrowings
Purchases of treasury stock
Dividends paid — common..
Dividends paid — preferred .....
Proceeds from issuance of Series G preferred stock ..
Redemption of Series A and Series C preferred stock
Other, net
Net cash used by financing activities
Net increase (decrease) in cash, cash equivalents and restricted cash....
Cash, cash equivalents and restricted cash at beginning of period
Cash, cash equivalents and restricted cash at end of period...........cceceveerieineiincineineeees

Supplemental disclosure of cash flow information
Interest received during the period
Interest paid during the period.....
Income taxes paid during the Period.........c.ccevveirieiniciriciniineiec ettt
Supplemental schedule of noncash investing and financing activities
Real estate acquired in settlement Of L0ANS.......c.c..ccerieiriiiniiiriiinii ettt
Securitization of residential mortgage loans allocated to
Available-for-sale investment securities ...
Capitalized servicing rights
Adoption of lease accounting standard
RIGNE-0F-TUSE @SSELS ....cueuviiieiiieiiiceriee ettt
Other liabilities
Additions to right-of-use assets under operating leases

Year Ended December 31

2019 2018 2017
$ 1,929,149 $ 1,918,080 $ 1,408,306
176,000 132,000 168,000
209,937 104,864 109,587
71,888 49,619 56,172
19,490 24,522 31,366
57,548 15,857 400,790
7,701 24,774 15,429
31,526 (23,503) (53,467)
30,923 (7,162) (17,896)
75,930 13,436 (201,981)
130,230 (150,695) 711,657
(382,767) (11,940) 153,972
2,357,555 2,089,852 2,781,935
107 418 534,160
1,169,876 650,858 178,468
2,621,603 1,997,263 2,131,118
1,162,820 478,172 528,585
(28,120) (12,494) (251,185)
(495,277) (444,703) (1,425,690)
(979,734) (834,856) (132,378)
(2,795,263) (475,895) 1,931,492
915,043 (3,026,294 ) (78,265)
(178,049) (97,676) (78,966)
(470,078) 307,252 37,761
(195,921) 47,904 19,825
727,007 (1,410,051) 3,394,925
4,616,082 (2,272,505) (3,075,322)
(4,336,015) 4,223,279 11,657
— 1,773,189 2,145,950
(1,553,493) (1,459,081) (3,433,440)
(1,349,785) (2,194,396) (1,205,905)
(552,138) (510,382) (457,402)
(67,454) (72,521) (72,734)
396,000 — —
(381,500) — —
(25,393) 17,167 10,675
(3,253,696) (495,250) (6,076,521)
(169,134) 184,551 100,339
1,605,439 1,420,888 1,320,549
$ 1,436,305 $ 1,605,439 $ 1,420,888
$ 4,892,301 $ 4,568,991 $ 4,155,723
735,787 516,230 405,290
320,513 375,116 494,205
$ 90,072 $ 72,408 $ 121,292
$ 5,379 $ 22,448 $ 36,747
83 365 422
$ 393,877 — _
398,810 — _
$ 132,219 — —

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES

Consolidated Statement of Changes in Shareholders’ Equity

Accumulated
Other
Common Additional Comprehensive
Preferred Common  Stock Paid-in Retained Income Treasury
Dollars in thousands, except per share Stock Stock  Issuable Capital Earnings (Loss), Net Stock Total
2017
Balance — January 1, 2017 $1,231,500 79,973 2,145 6,676,948 9,222,488 (294,636) (431,796) $16,486,622
Total comprehensive income..... — — — — 1,408,306 (5,149) 1,403,157
Reclassification of income tax effects to
retained earnings .........c.coecevveereenerenenennens — — — — 64,029 (64,029) —

Preferred stock cash dividends...............ceeune. — — — — (72,734) — (72,734)
Exercise of 374,786 Series A stock

warrants into 204,133 shares of

common stock — — — (28,746) — — 28,746 —
Purchases of treasury stock... — — — — — — (1,205,905) (1,205,905)
Stock-based compensation transactions, net.... — (64) (298) (57,347) (85) — 154,673 96,879
Common stock cash dividends —

$3.00 per Share ........ccceeerieeereeeeeiriesienenene — — — — (457,200) — (457,200)
Balance — December 31, 2017 ......cccceveneneee $1,231,500 79,909 1,847 6,590,855 10,164,804 (363,814) (1,454,282) $16,250,819
2018
Cumulative effect of change in

accounting principle — equity

SECUTTHIES .uvviviiereeeeee et eeee e e enns — — — — 16,853 (16,853) —
Total comprehensive income — — — — 1,918,080 (39,414) — 1,878,666
Preferred stock cash dividends — — — — (72,521) — — (72,521)
Exercise of 257,630 Series A stock

warrants into 136,676 shares of

COMMON StOCK ...vviieieeieciieceieceecee e — — — (22,394) — — 22,394 —
Purchases of treasury stock... . — — — — — — (2,194,396) (2,194,396)
Stock-based compensation transactions, net.... — (26) (121) 10,881 (86) — 97,433 108,081
Common stock cash dividends —

$3.55 per Share .......cccoceueveerrnccccieeree — — — — _ (510,458) — — (510,458)
Balance — December 31, 2018 .........ccceoveneee. $1,231,500 79,883 1,726 6,579,342 11,516,672 (420,081) (3,528,851) $15,460,191
2019
Total comprehensive income — — — — 1,929,149 213,401 — 2,142,550
Preferred stock cash dividends.. — — — — (72,482) — — (72,482)
Redemption of Series A and Series C

preferred stock (381,500) — — — — — — (381,500)
Issuance of Series G preferred stock... 400,000 — — (4,000) — — — 396,000
Purchases of treasury Stock.........c..cccoevreennne — — — — — — (1,349,785) (1,349,785)
Stock-based compensation transactions, net.... — (12) (160) 18,197 (207) — 56,073 73,891
Common stock cash dividends —

$4.10 per share — — — — (552,216) — — (552,216)
Balance — December 31, 2019 ... $1,250,000 79,871 1,566 6,593,539 12,820,916 (206,680) (4,822,563) $15,716,649

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Notes to Financial Statements

1. Significant accounting policies

M&T Bank Corporation (“M&T”) is a bank holding company headquartered in Buffalo, New York.
Through subsidiaries, M&T provides individuals, corporations and other businesses, and institutions
with commercial and retail banking services, including loans and deposits, trust, mortgage banking,
asset management, insurance and other financial services. Banking activities are largely focused on
consumers residing in New York State, Maryland, New Jersey, Pennsylvania, Delaware,
Connecticut, Virginia, West Virginia and the District of Columbia and on small and medium-size
businesses based in those areas. Certain subsidiaries also conduct activities in other areas.

The accounting and reporting policies of M&T and subsidiaries (“the Company”) are in
accordance with accounting principles generally accepted in the United States of America (“GAAP”)
and general practices within the banking industry. The preparation of financial statements in
conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates. The significant accounting policies are as
follows:

Consolidation

The consolidated financial statements include M&T and all of its subsidiaries. All significant
intercompany accounts and transactions of consolidated subsidiaries have been eliminated in
consolidation. The financial statements of M&T included in note 25 report investments in
subsidiaries under the equity method. Information about some limited purpose entities that are
affiliates of the Company but are not included in the consolidated financial statements appears in
note 19.

Consolidated Statement of Cash Flows
For purposes of this statement, cash and due from banks and federal funds sold are considered cash
and cash equivalents.

Securities purchased under agreements to resell and securities sold under agreements to
repurchase

Securities purchased under agreements to resell and securities sold under agreements to repurchase
are treated as collateralized financing transactions and are recorded at amounts equal to the cash or
other consideration exchanged. It is generally the Company’s policy to take possession of collateral
pledged to secure agreements to resell.

Trading account

Financial instruments used for trading purposes are stated at fair value. Realized gains and losses and
unrealized changes in fair value of financial instruments utilized in trading activities are included in
“trading account and foreign exchange gains” in the consolidated statement of income.

Investment securities

Investments in debt securities are classified as held to maturity and stated at amortized cost when
management has the positive intent and ability to hold such securities to maturity. Investments in
other debt securities are classified as available for sale and stated at estimated fair value with
unrealized changes in fair value included in “accumulated other comprehensive income (loss), net.”
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Investments in equity securities having readily determinable fair values are stated at fair value and,
beginning in 2018, unrealized changes in fair value are included in earnings. Investments in equity
securities that do not have readily determinable fair values are stated at cost minus impairment, if
any, plus or minus changes resulting from observable price changes in orderly transactions for the
identical or a similar investment of the same issuer. Prior to 2018, equity securities with readily
determinable fair values were classified as available for sale. Amortization of premiums and
accretion of discounts for investment securities available for sale and held to maturity are included in
interest income.

Other securities are stated at cost and include stock of the Federal Reserve Bank of New York
and the Federal Home Loan Bank (“FHLB”’) of New York.

Individual debt securities are written down through a charge to earnings when declines in value
below the cost basis of a security are considered to be other than temporary. In cases where fair value
is less than amortized cost and the Company intends to sell a debt security, it is more likely than not
to be required to sell a debt security before recovery of its amortized cost basis, or the Company does
not expect to recover the entire amortized cost basis of a debt security, an other-than-temporary
impairment is considered to have occurred. If the Company intends to sell the debt security or more
likely than not will be required to sell the security before recovery of its amortized cost basis, the
other-than-temporary impairment is recognized in earnings equal to the entire difference between the
debt security’s amortized cost basis and its fair value. If the Company does not expect to recover the
entire amortized cost basis of the security, the Company does not intend to sell the security and it is
not more likely than not that the Company will be required to sell the security before recovery of its
amortized cost basis, the other-than-temporary impairment is separated into (a) the amount
representing the credit loss and (b) the amount related to all other factors. The amount of the other-
than-temporary impairment related to the credit loss is recognized in earnings while the amount
related to other factors is recognized in other comprehensive income, net of applicable taxes.
Subsequently, the Company accounts for the other-than-temporarily impaired debt security as if the
security had been purchased on the measurement date of the other-than-temporary impairment at an
amortized cost basis equal to the previous amortized cost basis less the other-than-temporary
impairment recognized in earnings. Realized gains and losses on the sales of investment securities
are determined using the specific identification method.

Loans and leases
The Company’s accounting methods for loans depends on whether the loans were originated by the
Company or were acquired in a business combination.

Originated loans and leases

Interest income on loans is accrued on a level yield method. Loans are placed on nonaccrual status
and previously accrued interest thereon is charged against income when principal or interest is
delinquent 90 days, unless management determines that the loan status clearly warrants other
treatment. Nonaccrual commercial loans and commercial real estate loans are returned to accrual
status when borrowers have demonstrated an ability to repay their loans and there are no delinquent
principal and interest payments. Consumer loans not secured by residential real estate are returned to
accrual status when all past due principal and interest payments have been paid by the borrower.
Loans secured by residential real estate are returned to accrual status when they are deemed to have
an insignificant delay in payments of 90 days or less. Loan balances are charged off when it becomes
evident that such balances are not fully collectible. For commercial loans and commercial real estate
loans, charge-offs are recognized after an assessment by credit personnel of the capacity and
willingness of the borrower to repay, the estimated value of any collateral, and any other potential
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sources of repayment. A charge-off is recognized when, after such assessment, it becomes evident
that the loan balance is not fully collectible. For loans secured by residential real estate, the excess of
the loan balances over the net realizable value of the property collateralizing the loan is charged-off
when the loan becomes 150 days delinquent. Consumer loans are generally charged-off when the
loans are 91 to 180 days past due, depending on whether the loan is collateralized and the status of
repossession activities with respect to such collateral. Loan fees and certain direct loan origination
costs are deferred and recognized as an interest yield adjustment over the life of the loan. Net
deferred fees have been included in unearned discount as a reduction of loans outstanding.
Commitments to sell real estate loans are utilized by the Company to hedge the exposure to changes
in fair value of real estate loans held for sale. The carrying value of hedged real estate loans held for
sale recorded in the consolidated balance sheet includes changes in estimated fair market value
during the hedge period, typically from the date of close through the sale date. Valuation adjustments
made on these loans and commitments are included in “mortgage banking revenues.”

Except for consumer and residential mortgage loans that are considered smaller balance
homogenous loans and are evaluated collectively, the Company considers a loan to be impaired for
purposes of applying GAAP when, based on current information and events, it is probable that the
Company will be unable to collect all amounts according to the contractual terms of the loan
agreement or the loan is delinquent 90 days. Regardless of loan type, the Company considers a loan
to be impaired if it qualifies as a troubled debt restructuring. Impaired loans are classified as either
nonaccrual or as loans renegotiated at below market rates which continue to accrue interest, provided
that a credit assessment of the borrower’s financial condition results in an expectation of full
repayment under the modified contractual terms. Certain loans greater than 90 days delinquent are
not considered impaired if they are well-secured and in the process of collection. Loans less than 90
days delinquent are deemed to have an insignificant delay in payment and are generally not
considered impaired. Impairment of a loan is measured based on the present value of expected future
cash flows discounted at the loan’s effective interest rate, the loan’s observable market price, or the
fair value of collateral if the loan is collateral-dependent. Interest received on impaired loans placed
on nonaccrual status is generally applied to reduce the carrying value of the loan or, if principal is
considered fully collectible, recognized as interest income.

Residual value estimates for commercial leases are generally determined through internal or
external reviews of the leased property. The Company reviews commercial lease residual values at
least annually and recognizes residual value impairments deemed to be other than temporary.

Loans and leases acquired in a business combination

Loans acquired in a business combination subsequent to December 31, 2008 were initially recorded
at fair value with no carry-over of an acquired entity’s previously established allowance for credit
losses. Purchased impaired loans represent specifically identified loans with evidence of credit
deterioration for which it was probable at acquisition that the Company would be unable to collect all
contractual principal and interest payments. For purchased impaired loans and other loans acquired at
a discount that was, in part, attributable to credit quality, the excess of cash flows expected at
acquisition over the estimated fair value of acquired loans was recognized as interest income over the
remaining lives of the loans. Subsequent decreases in the expected cash flows required the Company
to evaluate the need for additions to the Company’s allowance for credit losses. Subsequent
improvements in expected cash flows resulted first in the recovery of any related allowance for credit
losses and then in recognition of additional interest income over the then-remaining lives of the
loans.

120



For all other acquired loans, the difference between the fair value and outstanding principal
balance of the loans is recognized as an adjustment to interest income over the lives of those loans.
Those loans are then accounted for in a manner that is similar to originated loans.

Allowance for credit losses

The allowance for credit losses represents, in management’s judgment, the amount of losses inherent
in the loan and lease portfolio as of the balance sheet date. The allowance is determined by
management’s evaluation of the loan and lease portfolio based on such factors as the differing
economic risks associated with each loan category, the current financial condition of specific
borrowers, the economic environment in which borrowers operate, the level of delinquent loans, the
value of any collateral and, where applicable, the existence of any guarantees or indemnifications.
The effects of probable decreases in expected principal cash flows on loans acquired at a discount are
also considered in the establishment of the allowance for credit losses.

Assets taken in foreclosure of defaulted loans

Assets taken in foreclosure of defaulted loans are primarily comprised of commercial and residential
real property and are included in “other assets” in the consolidated balance sheet. An in-substance
repossession or foreclosure occurs and a creditor is considered to have received physical possession
of residential real estate property collateralizing a consumer mortgage loan upon either (1) the
creditor obtaining legal title to the residential real estate property upon completion of a foreclosure or
(2) the borrower conveying all interest in the residential real estate property to the creditor to satisfy
that loan through completion of a deed in lieu of foreclosure or through a similar legal agreement.
Upon acquisition of assets taken in satisfaction of a defaulted loan, the excess of the remaining loan
balance over the asset’s estimated fair value less costs to sell is charged-off against the allowance for
credit losses. Subsequent declines in value of the assets are recognized as “other costs of operations”
in the consolidated statement of income.

Premises and equipment
Premises and equipment are stated at cost less accumulated depreciation. Depreciation expense is
computed principally using the straight-line method over the estimated useful lives of the assets.

Capitalized servicing rights

Capitalized servicing assets are included in “other assets” in the consolidated balance sheet.
Separately recognized servicing assets are initially measured at fair value. The Company uses the
amortization method to subsequently measure servicing assets. Under that method, capitalized
servicing assets are charged to expense in proportion to and over the period of estimated net
servicing income.

To estimate the fair value of servicing rights, the Company considers market prices for similar
assets and the present value of expected future cash flows associated with the servicing rights
calculated using assumptions that market participants would use in estimating future servicing
income and expense. Such assumptions include estimates of the cost of servicing loans, loan default
rates, an appropriate discount rate, and prepayment speeds. For purposes of evaluating and measuring
impairment of capitalized servicing rights, the Company stratifies such assets based on the
predominant risk characteristics of the underlying financial instruments that are expected to have the
most impact on projected prepayments, cost of servicing and other factors affecting future cash flows
associated with the servicing rights. Such factors may include financial asset or loan type, note rate
and term. The amount of impairment recognized is the amount by which the carrying value of the
capitalized servicing rights for a stratum exceeds estimated fair value. Impairment is recognized
through a valuation allowance.
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Sales and securitizations of financial assets

Transfers of financial assets for which the Company has surrendered control of the financial assets
are accounted for as sales. Interests in a sale of financial assets that continue to be held by the
Company, including servicing rights, are initially measured at fair value. The fair values of retained
debt securities are generally determined through reference to independent pricing information. The
fair values of retained servicing rights and any other retained interests are determined based on the
present value of expected future cash flows associated with those interests and by reference to market
prices for similar assets.

Securitization structures typically require the use of special-purpose trusts that are considered
variable interest entities. A variable interest entity is included in the consolidated financial statements
if the Company has the power to direct the activities that most significantly impact the variable
interest entity’s economic performance and has the obligation to absorb losses or the right to receive
benefits of the variable interest entity that could potentially be significant to that entity.

Goodwill and core deposit and other intangible assets

Goodwill represents the excess of the cost of an acquired entity over the fair value of the identifiable
net assets acquired. Goodwill is not amortized, but rather is tested for impairment at least annually at
the reporting unit level, which is either at the same level or one level below an operating segment.
Other acquired intangible assets with finite lives, such as core deposit intangibles, are initially
recorded at estimated fair value and are amortized over their estimated lives. Core deposit and other
intangible assets are generally amortized using accelerated methods over estimated useful lives of
five to ten years. The Company periodically assesses whether events or changes in circumstances
indicate that the carrying amounts of core deposit and other intangible assets may be impaired.

Derivative financial instruments

The Company accounts for derivative financial instruments at fair value. If certain conditions are
met, a derivative may be specifically designated as (a) a hedge of the exposure to changes in the fair
value of a recognized asset or liability or an unrecognized firm commitment, (b) a hedge of the
exposure to variable cash flows of a forecasted transaction or (c) a hedge of the foreign currency
exposure of a net investment in a foreign operation, an unrecognized firm commitment, an available-
for-sale security, or a foreign currency denominated forecasted transaction.

The Company utilizes interest rate swap agreements as part of the management of interest rate
risk to modify the repricing characteristics of certain portions of its portfolios of earning assets and
interest-bearing liabilities. For such agreements, amounts receivable or payable are recognized as
accrued under the terms of the agreement and the net differential is recorded as an adjustment to
interest income or expense of the related asset or liability. Interest rate swap agreements may be
designated as either fair value hedges or cash flow hedges. In a fair value hedge, the fair values of the
interest rate swap agreements and changes in the fair values of the hedged items are recorded in the
Company’s consolidated balance sheet with the corresponding gain or loss recognized in current
earnings. The difference between changes in the fair values of interest rate swap agreements and the
hedged items represents hedge ineffectiveness and, beginning in 2018, is recorded in the same
income statement line item that is used to present the earnings effect of the hedged item in the
consolidated statement of income. In a cash flow hedge, the derivative’s unrealized gain or loss is
initially recorded as a component of other comprehensive income and subsequently reclassified into
earnings when the forecasted transaction affects earnings. Prior to 2018, hedge ineffectiveness for
fair value and cash flow hedges was recorded in “other revenues from operations” in the consolidated
statement of income. In addition, for cash flow hedges, the effective portion of the derivative’s
unrealized gain or loss was initially recorded as a component of other comprehensive income and
subsequently reclassified into earnings when the forecasted transaction affected earnings.
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The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in
the fair value of real estate loans held for sale. Commitments to originate real estate loans to be held
for sale and commitments to sell real estate loans are generally recorded in the consolidated balance
sheet at estimated fair value.

Derivative instruments not related to mortgage banking activities, including financial futures
commitments and interest rate swap agreements, that do not satisfy the hedge accounting
requirements are recorded at fair value and are generally classified as trading account assets or
liabilities with resultant changes in fair value being recognized in “trading account and foreign
exchange gains” in the consolidated statement of income.

Stock-based compensation

Stock-based compensation expense is recognized over the vesting period of the stock-based grant
based on the estimated grant date value of the stock-based compensation, except that the recognition
of compensation costs is accelerated for stock-based awards granted to retirement-eligible employees
and employees who will become retirement-eligible prior to full vesting of the award because the
Company’s incentive compensation plan allows for vesting at the time an employee retires.

Income taxes

Deferred tax assets and liabilities are recognized for the future tax effects attributable to differences
between the financial statement value of existing assets and liabilities and their respective tax bases
and carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates and laws.

The Company evaluates uncertain tax positions using the two-step process required by GAAP.
The first step requires a determination of whether it is more likely than not that a tax position will be
sustained upon examination, including resolution of any related appeals or litigation processes, based
on the technical merits of the position. Under the second step, a tax position that meets the more-
likely-than-not recognition threshold is measured at the largest amount of benefit that is greater than
fifty percent likely of being realized upon ultimate settlement.

The Company accounts for its investments in qualified affordable housing projects using the
proportional amortization method. Under that method, the Company amortizes the initial cost of the
investment in proportion to the tax credits and other tax benefits received and recognizes the net
investment performance in the income statement as a component of income tax expense.

Earnings per common share
Basic earnings per common share exclude dilution and are computed by dividing income available to
common shareholders by the weighted-average number of common shares outstanding (exclusive of
shares represented by the unvested portion of restricted stock and restricted stock unit grants) and
common shares issuable under deferred compensation arrangements during the period. Diluted
earnings per common share reflect shares represented by the unvested portion of restricted stock and
restricted stock unit grants and the potential dilution that could occur if securities or other contracts
to issue common stock were exercised or converted into common stock or resulted in the issuance of
common stock that then shared in earnings. Proceeds assumed to have been received on such
exercise or conversion are assumed to be used to purchase shares of M&T common stock at the
average market price during the period, as required by the “treasury stock method” of accounting.
GAAP requires that unvested share-based payment awards that contain nonforfeitable rights to
dividends or dividend equivalents (whether paid or unpaid) shall be considered participating
securities and shall be included in the computation of earnings per common share pursuant to the
two-class method. The Company has issued stock-based compensation awards in the form of
restricted stock and restricted stock units that contain such rights and, accordingly, the Company’s
earnings per common share are calculated using the two-class method.
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Treasury stock
Repurchases of shares of M&T common stock are recorded at cost as a reduction of shareholders’
equity. Reissuances of shares of treasury stock are recorded at average cost.

2. Investment securities

On January 1, 2018, the Company adopted amended guidance requiring equity investments with
readily determinable fair values to be measured at fair value with changes in fair value recognized in
the consolidated statement of income. This amended guidance excludes equity method investments,
investments in consolidated subsidiaries, exchange membership ownership interests, and Federal
Home Loan Bank of New York and Federal Reserve Bank of New York capital stock. Upon adoption
the Company reclassified $17 million, after-tax effect, from accumulated other comprehensive
income to retained earnings, representing the difference between fair value and the cost basis of
equity investments with readily determinable fair values at January 1, 2018. The amortized cost and
estimated fair value of investment securities were as follows:

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(In thousands)
December 31, 2019
Investment securities available for sale:
U.S. Treasury and federal agencies...........coceeveeververrerierievenenn $ 9,742 $ 41 $ 16 $ 9,767
Obligations of states and political subdiviSions..........c.cceeeueennne 776 2 3 775
Mortgage-backed securities:
Government issued or guaranteed ..........cccceevveereeenveenneennen. 6,113,913 88,634 21,607 6,180,940
Privately 1SSUE.......c.evvuieriiiiierieeieeseeceste e 16 — — 16
Other debt SECUTILIES .oevvvviiiiiiiiieieeeeeeeeereeeeeeeeeee e e e e ee e 133,829 2,046 8,597 127,278

6,258,276 90,723 30,223 6,318,776

Investment securities held to maturity:

U.S. Treasury and federal agencies...........ccoceeveereeneneeneneenen. 249,862 286 — 250,148
Obligations of states and political subdivisions.............ccccecuenee 4,140 16 — 4,156
Mortgage-backed securities:
Government issued or guaranteed ..........cccoeeeveneeneneeneenne 2,306,180 50,381 1,992 2,354,569
Privately iSSued.........coeeierieiienieiereee e 93,496 11,779 18,181 87,094
Other debt SECUTIILIES ....uvvvieiiiieiiieieiieceeeeee e 3,239 — — 3,239
2,656,917 62,462 20,173 2,699,206
Total dEDEt SECUTILES ....vveeeeeieeeeeeeeeeee et $8,915,193 $ 153,185 $ 50,396 $9,017,982
Equity and other securities:
Readily marketable equity — at fair value...........ccccceneee. $ 105,524 $ 347786 $ 269 $ 140,041
ONET — A COSTeiiiiiiieieeeeceeeee ettt eeeee e e e e e e e e e s e s eaaaans 381,517 — — 381,517
Total equity and other SECUTItIES .........ovevrvrvrvreererrererieeeerererenan. $ 487,041 $ 34,786 $ 269 $ 521,558
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Gross Gross

Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(In thousands)
December 31, 2018
Investment securities available for sale:
U.S. Treasury and federal agencies...........cceceeveereeneereenuennnens $ 1,346,782 $ — $ 9851 $ 1,336,931
Obligations of states and political subdivisions............c........ 1,660 4 5 1,659
Mortgage-backed securities:
Government issued or guaranteed ..........cceceeveerieeneennnen. 7,383,340 15,754 182,103 7,216,991
Privately 1SSued.........coeevveriieiininiiiniecneee e 24 — 2 22
Other debt SECUTHIES ....cccviieeiieeeiiee e 137,617 770 11,481 126,906

8,869,423 16,528 203,442 8,682,509

Investment securities held to maturity:

U.S. Treasury and federal agencies.........ccoevveervercieenvenneenne. 446,542 — 239 446,303
Obligations of states and political subdivisions..................... 7,494 22 12 7,504
Mortgage-backed securities:
Government issued or guaranteed .........ccccceeeveereenuennennn 2,745,776 4,165 55,111 2,694,830
Privately iSSUed.........ccceveeiriririnieneneeeeee e 113,160 12,345 22,327 103,178
Other debt SECUTILIES ..vvvvviieiiiiiiiiiieeeeeeeeeeeeeeeeee e ee e 3,668 — — 3,668

Total debt securities...........

3,316,640 16,532 77,689 3,255,483

..................................................... $12,186,063 $ 33,060 $ 281,131 $11,937,992
Equity and other securities:

Readily marketable equity — at fair value....................... $ 77,440 $ 17,295 $ 818 §$ 93,917
Other — A COSE..eeiiiiiiiiiiieeeieeeeeeeeeee e e e ee e 599,747 — — 599,747
Total equity and other SECUTIties .........covvervevvevverierererenrenenne $ 677,187 $ 17295 $ 818 $ 693,664

No investment in securities of a single non-U.S. Government, government agency or
government guaranteed issuer exceeded ten percent of shareholders’ equity at December 31, 2019.

As of December 31, 2019, the latest available investment ratings of all obligations of states and
political subdivisions, privately issued mortgage-backed securities and other debt securities were:

Average Credit Rating of Fair Value Amount
Amortized Estimated A or Not
Cost Fair Value Better BBB BB B or Less Rated
(In thousands)

Obligations of states and political

SUDAIVISIONS 1.t eereee e $ 4916 $ 4931 $4809 $ 122 $ —$ — % —
Privately issued mortgage-backed

SECULIHICS .ot 93,512 87,110 8,015 8,768 — 20,671 49,656
Other debt securities..........coceeervererrerernenenn 137,068 130,517 4,740 74,770 19,106 — 31,901
TOtal..ceeeirieiricercreeeee e $235,496 $222,558 $17,564 $83,660 $19,106 $20,671 $81,557

The amortized cost and estimated fair value of collateralized mortgage obligations included in
mortgage-backed securities were as follows:

December 31
2019 2018
(In thousands)

Collateralized mortgage obligations:

Amortized cost........

Estimated fair value

....................................................................................... $ 94,817 $115,171
....................................................................................... 88,410 105,155
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Gross realized gains on investment securities were $23 million in 2017. During 2017, the
Company sold a portion of its Fannie Mae and Freddie Mac preferred stock holdings held in the
available-for-sale investment securities portfolio for a gain of $18 million. There were no significant
gross realized gains or losses from sales of investment securities in 2019 or 2018. There were no
significant gross realized losses from sales of investment securities in 2017.

At December 31, 2019, the amortized cost and estimated fair value of debt securities by
contractual maturity were as follows:

Amortized Estimated
Cost Fair Value
(In thousands)

Debt securities available for sale:

DUE N ONE YEAT OF 1€SS....eueiiiiiiiiiiieiieieriteteet ettt ettt st s sbeens $ 4,418 4,427
Due after one year through five Years......c..cccevievirieniniiininienrieneeeeseeeseee e 10,717 10,777
Due after five years through ten Years.........ccccecvevuerieniniieniniieninieneeiesieeeseee e 99,212 98,616
DUE AftEr 1EN YRAIS ..eveeutieiieiiiieieeteet ettt ettt ettt s be et bt sbeens 30,000 24,000
144,347 137,820
Mortgage-backed securities available for sale...........c.coceririininiiniiniieeeeee 6,113,929 6,180,956
$ 6,258,276 6,318,776

Debt securities held to maturity:
DUE iN ONE YEAT OF 18SS...uiiiuiiiiiiiiieiieeie ettt ettt ettt st esaessee e $ 251,457 251,749
Due after one year through five Years.........cceceeviiviiienieiiienieeeere et 2,545 2,555
DUE AfteI TEN YEATS ..eevveeniieiiiieiiesie ettt ettt st ste st et e et e sateebeesaaesabeesasesaseenes 3,239 3,239
257,241 257,543
Mortgage-backed securities held to MAtuIity ........coceeveveenirrienenreneiieneeieneeienene 2,399,676 2,441,663
$ 2,656,917 2,699,206
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A summary of investment securities that as of December 31, 2019 and 2018 had been in a
continuous unrealized loss position for less than twelve months and those that had been in a
continuous unrealized loss position for twelve months or longer follows:

Less Than 12 Months 12 Months or More
Fair Unrealized Fair Unrealized
Value Losses Value Losses
(In thousands)
December 31, 2019
Investment securities available for sale:
U.S. Treasury and federal agencies.........ccceeevveereerieeneeennne. $ 1,406 7) 2,893 9)
Obligations of states and political subdivisions................... — — 277 3)
Mortgage-backed securities:
Government issued or guaranteed ...........ccccceceevereenncnne 117,299 (222) 2,002,364 (21,385)
Other debt SECUIIIES.......ccovviieiiieeeiieeeiee e e 6,600 (354) 56,313 (8,243)
125,305 (583) 2,061,847 (29,640)
Investment securities held to maturity:
Mortgage-backed securities:
Government issued or guaranteed ...........cccceeceerereennnne. 2,727 ®) 145,235 (1,987)
Privately iSsued.......cccooceeviriiniiieneeeeeeeeeee e — — 49,656 (18,181)
2,727 %) 194,891 (20,168)
0] 7 | TSRO $ 128,032 (588) 2,256,738 (49,808)
December 31, 2018
Investment securities available for sale:
U.S. Treasury and federal agencies.........cccoeevueereerieeneeennne. $ 273 2) 1,335,559 (9,849)
Obligations of states and political subdivisions................... 629 ®) — —
Mortgage-backed securities:
Government issued or guaranteed ...........ceeeveereernneennen. 405,558 (2,892) 5,646,773 (179,211)
Privately 1SSUEd.......ccceeviiinieniiiiiiieceeeeeee e 22 2) — —
Other debt SECUTItIES.......ccccveieiiiieeiiie e 53,478 (2,187) 66,014 (9,294)
459,960 (5,088) 7,048,346 (198,354)
Investment securities held to maturity:
U.S. Treasury and federal agencies.........cccceevueereerieeneeennne. 446,303 (239) — —
Obligations of states and political subdivisions................... — — 3,126 (12)
Mortgage-backed securities:
Government issued or guaranteed ...........ceeeveereerrueennen. 179,354 (989) 2,082,723 (54,122)
Privately 1SSUEd.......coceeviiinieniiiiieieeeereeeee e — — 51,943 (22,327)
625,657 (1,228) 2,137,792 (76,461)
TOtAl ..o e $1,085,617 (6,316) 9,186,138 (274,815)

The Company owned 641 individual investment securities with aggregate gross unrealized
losses of $50 million at December 31, 2019. Based on a review of each of the securities in the
investment securities portfolio at December 31, 2019, the Company concluded that it expected to
recover the amortized cost basis of its investment. As of December 31, 2019, the Company does not
intend to sell nor is it anticipated that it would be required to sell any of its impaired investment
securities at a loss. At December 31, 2019, the Company has not identified events or changes in
circumstances which may have a significant adverse effect on the fair value of the $382 million of
cost method investment securities.
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At December 31, 2019, investment securities with a carrying value of $1.9 billion, including
$1.5 billion of investment securities available for sale, were pledged to secure borrowings from
various FHLBs, repurchase agreements, governmental deposits, interest rate swap agreements and
available lines of credit as described in note 8.

Investment securities pledged by the Company to secure obligations whereby the secured party
is permitted by contract or custom to sell or repledge such collateral totaled $200 million at
December 31, 2019. The pledged securities included securities of the U.S. Treasury and federal
agencies and mortgage-backed securities.

3. Loans and leases
Total loans and leases outstanding were comprised of the following:

December 31
2019 2018
(In thousands)
Loans
Commercial, fINancial, €LC. .........covvvviuiieeeiiieeeieeeeee e $22,575,700 $21,730,012
Real estate:
ReSIAENIAL ....ooouviiieieieie e 16,098,125 17,150,658
(070) 1011015 o3 T:1 DRSO 26,718,325 25,666,200
(@) 11 a1 (o5 (o) s DTN 9,010,297 8,823,635
COMSUIMIET ...ttt et et e et e ee e e et eeeeeeeeeeeeeeaeee e e e e e e e e e e e e e eeeeaees 15,373,881 13,956,086
TOtAl LOANS. .....eeeiiieeeeieie ettt eere e e eeeeaeeeeeeareeeeeans 89,776,328 87,326,591
Leases
CommeETrCial........ooooiiiiiiiiii e ——— 1,412,197 1,406,901
Total 10ans and LEASES .........cevureieiiiieeeeiiiee et e ettt e eetree e eereeeeeireee e 91,188,525 88,733,492
Less: unearned diSCOUNT.............cieiiiiiiieeieeeeeeeiiiieeeeee e e (265,656) (267,015)
Total loans and leases, net of unearned discount...............cccccoeeeeeennnninn. $90,922,869 $88,466,477

One-to-four family residential mortgage loans held for sale were $414 million at December 31,
2019 and $205 million at December 31, 2018. Commercial real estate loans held for sale were $28
million at December 31, 2019 and $347 million at December 31, 2018.

As of December 31, 2019, approximately $3.9 billion of commercial real estate loan balances
serviced for others had been sold with recourse in conjunction with the Company’s participation in
the Fannie Mae Delegated Underwriting and Servicing (“DUS”) program. At December 31, 2019,
the Company estimated that the recourse obligations described above were not material to the
Company’s consolidated financial position. There have been no material losses incurred as a result of
those credit recourse arrangements.

In addition to recourse obligations, as described in note 21, the Company is contractually
obligated to repurchase previously sold residential real estate loans that do not ultimately meet
investor sale criteria related to underwriting procedures or loan documentation. When required to do
so, the Company may reimburse loan purchasers for losses incurred or may repurchase certain loans.
Charges incurred for such obligation were not material in 2019, 2018 or 2017.
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A summary of current, past due and nonaccrual loans as of December 31, 2019 and 2018 follows:
Accruing
Loans
Accruing Acquired at
Loans Past a Discount
Due 90 Past Due
30-89 Days Days or 90 days Purchased

Current Past Due  More (a) or More (b) Impaired (c) Nonaccrual Total
(In thousands)
December 31, 2019
Commercial, financial, leasing,
BLC.ureeeerieeeireeerreeerree e rreeetaeeas $23,290,797 184,011 16,776 27 — 346,557 $23,838,168
Real estate:
Commercial ..........cceeevveenneee. 26,311,414 165,579 6,740 — 15,601 158,474 26,657,808
Residential builder and
developer......ccceveeeveeenenns 1,521,315 21,195 — — 753 3,982 1,547,245
Other commercial
CONStrUCtion ..........cccvveeneee. 7,204,148 95,346 3,360 — 1,237 32,770 7,336,861
Residential...........cccceeeuvveeneee. 12,760,040 451,274 486,515 5,788 143,145 235,663 14,082,425
Residential — limited
documentation..................... 1,858,037 65,215 181 — 66,809 83,427 2,073,669
Consumer:
Home equity lines and
10ans .....ccoveeeeveeeeiieeeiee e, 4,386,511 30,229 — 1,662 — 63,215 4,481,617
Recreational finance.............. 5,484,997 36,827 — 99 — 14,219 5,536,142
Automobile...........cceeevvrnneen. 3,787,221 78,478 — — — 21,293 3,886,992
Other......coceeeeiieeiiieieeen, 1,395,240 45,978 5,156 32,056 — 3,512 1,481,942
Total...ccuveieeiieeiieeeee e, $87,999,720 1,174,132 518,728 39,632 227,545 963,112 $90,922,869
December 31, 2018
Commercial, financial, leasing,
BLC.ureeeeireeeireeerreeerreeeeraeeeeaeeas $22,701,020 39,798 2,567 168 — 234,423 $22,977,976
Real estate:
Commercial ..........cceeevveenneee. 25,250,983 134,474 11,457 10 9,769 203,672 25,610,365
Residential builder and
developer......c.cccevveevueenennne 1,665,178 20,333 — — — 4,798 1,690,309
Other commercial
CONStIUCHON ...vvveeneereneneeneees 6,982,077 43,615 14,344 — 641 22,205 7,062,882
Residential............cceeeuveenneee. 13,591,790 404,808 189,682 6,650 203,044 233,352 14,629,326
Residential — limited
documentation..................... 2,278,040 72,544 — — 89,851 84,685 2,525,120
Consumer:
Home equity lines and
10ans ......coeeeeeiveeeciieeeiee e, 4,758,513 25,416 — 5,033 — 71,292 4,860,254
Recreational finance.............. 4,085,781 29,947 — 235 — 11,199 4,127,162
Automobile..........cceeeevrennnee. 3,555,757 79,804 — — — 23,359 3,658,920
Other......ccceeveiieeiiieieeen, 1,271,811 15,598 4,477 27,654 — 4,623 1,324,163
Total...couvveeieeeiieeeie e, $86,140,950 866,337 222527 39,750 303,305 893,608 $88,466,477

(a)  Excludes loans acquired at a discount.

(b)  Loans acquired at a discount that were recorded at fair value at acquisition date. This category does not
include purchased impaired loans that are presented separately.

(c) Accruing loans acquired at a discount that were impaired at acquisition date and recorded at fair value.
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If nonaccrual and renegotiated loans had been accruing interest at their originally contracted
terms, interest income on such loans would have amounted to $68 million in 2019, $69 million in
2018 and $64 million in 2017. The actual amounts included in interest income on such loans were
$33 million in each of 2019 and 2018 and $31 million in 2017.

The outstanding principal balance and the carrying amount of loans acquired at a discount that
were recorded at fair value at the acquisition date and included in the consolidated balance sheet
were as follows:

December 31
2019 2018
(In thousands)
Outstanding principal DAIANCE .........c.ccvevveieieiiieiieieieierese ettt es e ereeaeeneas $ 769,414 $ 1,016,785
Carrying amount:
Commercial, financial, 1€asing, €tC. ........cceeveeriirrierieniiierieeee et 21,114 27,073
CommETrCial TEAl ESTALE .....evviviiiiiiiiieieeeeeeeeeeee ettt e e e e e et e e e e e s s e saasaaaaeaaeees 94,890 135,047
ReSIAEntial TEAl ESTALE .. ...cceviviiiiiiiiieieeeeeeeeetee e eeeeeee et e e e e e e et e e e ee e s e saaaaaaaaeaeeees 341,807 473,511
(070 ) 111111 0= TR RRRRORRPPPRPIN 77,785 91,860

$ 535596 $ 727,491

Purchased impaired loans included in the table above totaled $228 million at December 31,
2019 and $303 million at December 31, 2018, representing less than 1% of the Company’s assets as
of each date. A summary of changes in the accretable yield for loans acquired at a discount for the
years ended December 31, 2019, 2018 and 2017 follows:

For the Year Ended December 31, 2019 2018 2017
Purchased Other Purchased Other Purchased Other
Impaired  Acquired Impaired Acquired Impaired Acquired

(In thousands)
Balance at beginning of period.........c..cccccevvrvenenne. $147,210 $ 96,907 $157,918 $133,162 $154,233 $201,153
Interest INCOME .......eevvvievveeeieerie e ere e (49,017) (36,452) (37,819) (63,856) (47,452) (82,605)
Reclassifications from
nonaccretable balance...........coooovveeviiiiiiiiieneennns 36,718 15,534 27,111 22,849 51,137 16,437
Other (Q) covvveereeeeeeeeieeeee et —  (3,909) — 4,752 — (1,823)
Balance at end of period.............cccceveveveverreenenenne. $134,911 $ 72,080 $147,210 $ 96,907 $157,918 $133,162

(a) Other changes in expected cash flows including changes in interest rates and prepayment
assumptions.

During the normal course of business, the Company modifies loans to maximize recovery efforts.
If the borrower is experiencing financial difficulty and a concession is granted, the Company considers
such modifications as troubled debt restructurings and classifies those loans as either nonaccrual loans
or renegotiated loans. The types of concessions that the Company grants typically include principal
deferrals and interest rate concessions, but may also include other types of concessions.
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The tables that follow summarize the Company’s loan modification activities that were
considered troubled debt restructurings for the years ended December 31, 2019, 2018 and 2017:

Post-modification (a)

Pre- Combination
modification Interest of
Recorded Principal Rate Concession
Year Ended December 31, 2019 Number Investment Deferral Reduction Other Types Total
(Dollars in thousands)
Commercial, financial, leasing, etc. .................. 150 % 63,715 $10,485 $ — 3 —9$ 528719% 63,356
Real estate:
Commercial ........ueeveeeeeiiiiiiiiiiiiiiiiiieeeeeenns 51 48,315 5,193 — — 26,152 31,345
Residential builder and developer................. 2 1,330 1,068 — — — 1,068
Other commercial construction.................... 3 1,559 — — — 1,500 1,500
Residential.........ccccceevveeeciiiieiieerieeeieeeen, 83 21,695 10,819 — — 11,907 22,726
Residential — limited
documentation ...........ccceveeeeeeeinveeeeeecnnenn.. 6 1,409 399 — — 1,044 1,443
Consumer:
Home equity lines and loans ...........cc.c.c...... 41 4,127 176 — — 4,004 4,180
Recreational finance............ccoceevcvveeeiveenenn. 10 265 265 — — — 265
Automobile........c.cceevieeeiiieiie e, 66 1,141 1,076 — — 65 1,141
Total .o 412 $ 143,556 $29,481 $ —$ —$ 97,543 $127,024
Year Ended December 31, 2018
Commercial, financial, leasing, etc. .................. 203 $ 102,445 $50,490$% 803 $ 6,210$ 45,411 $102,914
Real estate:
Commercial .......c...cocovveeeiieieeiieceieeeceeeee. 83 30,217 16,870 175 4,686 9,000 30,731
Other commercial construction.................... 1 752 746 — — — 746
Residential.........c..coooveeeeiiiieiieceieeeeeee. 134 34,798 19,962 — — 18,110 38,072
Residential — limited
documentation ...........ccceeeeeieeieiieeeeeinneennn. 9 1,887 827 — — 1,423 2,250
Consumer:
Home equity lines and loans ..............c.cc...... 47 3,952 224 — — 3,755 3,979
Recreational finance...........cc.ccoeveeeenneenne... 7 202 202 — — — 202
Automobile.........ccoeieiiiiiiiiee e, 73 1,330 1,318 — — 12 1,330
Total.ceeieeeee e 557 % 175,583 $90,639$ 978 $10,896 $ 77,711 $180,224
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Post-modification (a)

Pre- Combination
modification Interest of
Recorded Principal Rate Concession
Year Ended December 31, 2017 Number Investment Deferral Reduction Other Types Total

(Dollars in thousands)

Commercial, financial, leasing, etc. .................... 217 $ 111,036 $25,051 $ — $6,459% 57,153 $ 88,663
Real estate:
Commercial........ccoveeevieeieeieerieeee e 83 44,924 17,039 — 868 22,975 40,882
Residential builder and developer.................. 3 12,291 — — — 10,879 10,879
Other commercial construction...................... 2 168 168 — — — 168
Residential..........ccocoeevieiieeiiiiiieeiecreceeeeieeae 141 31,827 16,633 — — 17,974 34,607
Residential — limited
doCUMENTALION .....vvveeeiieieeeiiieieieeeeeeeeeeeeee e, 20 4,230 911 — — 3,661 4,572
Consumer:
Home equity lines and loans..........cc.ccccceue.... 110 10,049 1,137 — 491 8,585 10,213
Recreational finance.............ccoceeeevieeecnneeennen. 9 160 160 — — — 160
AUtOMODIIE ......veeviiiiiiiicee e 69 1,378 1,203 — — 175 1,378
TOtAl....ccvieeeeeceeee e 654 $ 216,063 $62,302 $ — $7,818% 121,402 $191,522

(a) Financial effects impacting the recorded investment included principal payments or advances, charge-offs
and capitalized escrow arrearages. The present value of interest rate concessions, discounted at the effective
rate of the original loan, was not material.

Troubled debt restructurings are considered to be impaired loans and for purposes of
establishing the allowance for credit losses are evaluated for impairment giving consideration to the
impact of the modified loan terms on the present value of the loan’s expected cash flows. Impairment
of troubled debt restructurings that have subsequently defaulted may also be measured based on the
loan’s observable market price or the fair value of collateral if the loan is collateral-dependent.
Charge-offs may also be recognized on troubled debt restructurings that have subsequently defaulted.
Loans that were modified as troubled debt restructurings during the twelve months ended
December 31, 2019, 2018 and 2017 and for which there was a subsequent payment default during the
respective year were not material.

Borrowings by directors and certain officers of M&T and its banking subsidiaries, and by
associates of such persons, exclusive of loans aggregating less than $60,000, amounted to $28
million and $77 million at December 31, 2019 and 2018, respectively. During 2019, new borrowings
by such persons amounted to $1 million (including any borrowings of new directors or officers that
were outstanding at the time of their election) and repayments and other reductions (including
reductions resulting from individuals ceasing to be directors or officers) were $50 million.

At December 31, 2019, approximately $11.9 billion of commercial loans and leases, $13.3
billion of commercial real estate loans, $11.5 billion of one-to-four family residential real estate
loans, $2.3 billion of home equity loans and lines of credit and $7.5 billion of other consumer loans
were pledged to secure outstanding borrowings from the FHLB of New York and available lines of
credit as described in note 8.

The Company’s loan and lease portfolio includes commercial lease financing receivables
consisting of direct financing and leveraged leases for machinery and equipment, railroad equipment,
commercial trucks and trailers, and aircraft. Certain leases contain payment schedules that are tied to
variable interest rate indices. In general, early termination options are provided if the lessee is not in
default, returns the leased equipment and pays an early termination fee. Additionally, options to
purchase the underlying asset by the lessee are generally at the fair market value of the equipment.
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Effective January 1, 2019, the Company adopted new guidance related to lease accounting published
by the Financial Accounting Standards Board (“FASB”). Under the new guidance, the accounting
applied by lessors is largely unchanged from previous GAAP, however, the guidance eliminates the
accounting model for leveraged leases that commence after the effective date of the guidance. A
summary of lease financing receivables follows:

December 31
2019 2018
(In thousands)
Commercial leases:
Direct financings:
Lease payments reCeivable ...........ccoeiviririerieniesieieieieeeeeeeeeeenen $1,164,567 $1,155,464
Estimated residual value of leased asSets .........oevvvvvvveeeeveveeeeeeeeeeeeeeeenn. 84,540 85,169
Unearned iNCOMIE ........ccuvieeeiiiieeeeiieeeeeiieeeeeiree e estreeeeerreeeeearreeeeearaeeas (106,780) (110,458)
Investment in direct finanCings........cccceevveeveenieriiersieeneeniereeene 1,142,327 1,130,175
Leveraged leases:
Lease payments receivable ..........cccoooiiiriiiiiiiiiiiiie et 82,065 85,007
Estimated residual value of leased aSSEts ....ccovvveviveemmeeeeeeeeeeeiieeeennn. 81,025 81,261
Unearned INCOMIE ........ccuvieeeeiiieeeeiieeeeeireeeeeireeeestreeeeetreeeeeaaveeeenaraeeas (31,596) (33,717)
Investment in leveraged 1€ases .........ccocceevveiinieriiieinieeniiceieeee, 131,494 132,551
Total INVESTMENT 1 LEASES «.eeeeeeeeeeeeee e eee e e e e eeeeeeeeeeeeeeeeeees $1,273,821 $1,262,726
Deferred taxes payable arising from leveraged leases.......c...cocceevueevueennenne. $ 70245 $ 74,995

Included within the estimated residual value of leased assets at December 31, 2019 and 2018
were $37 million and $39 million, respectively, in residual value associated with direct financing
leases that are guaranteed by the lessees or others.

At December 31, 2019, the minimum future lease payments to be received from lease
financings were as follows:

(In thousands)
Year ending December 31:

2020 et e e e et e e e e e tae e e eebbeeeeatbeeeeabaeeeaatbbaeeaarbaaeeaantaaeeannraeeeanes $ 332,719
2021 e e e e e e b e e e eebba e e e ebaeeeeeabbaeeeatbeeeeataaeeeaaraaaeans 297,875
2022 ettt e e et e e ettt e e ettt e e eaht e e e e e btaee e nntaeeeastaeeasnrnaeeannrreeeans 227,652
20023 et e et e e e —e e e et b ee e e tr e e e eattaeeeattaeeaararaeeaanntaeeennraaeeannrreeeanns 161,296
2024 ... e e e e e tre e e et —a e e e taaeeeataeeeaartbaeeaartbaeeantaaeeannrreeeanes 84,433
LLALET YEATS ..ttt ettt ettt ettt et e et e e s et e e e btee e e e nreee s 142,657

$ 1,246,632

The amount of foreclosed residential real estate property held by the Company was $76 million
and $77 million at December 31, 2019 and 2018, respectively. There were $402 million and $391
million at December 31, 2019 and 2018, respectively, in loans secured by residential real estate that
were in the process of foreclosure. Of all loans in the process of foreclosure at December 31, 2019,
approximately 36% were government guaranteed.
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4. Allowance for credit losses
Changes in the allowance for credit losses for the years ended December 31, 2019, 2018 and 2017
were as follows:

Commercial,
Financial, Real Estate
Leasing, etc. Commercial Residential Consumer Unallocated Total
(In thousands)

2019
Beginning balance...........ccccoeoeeviniininennne $ 330,055 341,655 69,125 200,564 78,045 $1,019,444
Provision for credit 10SSes ..........cccvveeeuverennnen. 69,702 (10,726)  (8,585) 126,029 (420) 176,000
Net charge-offs

Charge-offs .......cocevoienieiieeeeeee (58,244) (12,664) (12,711) (154,089) —  (237,708)

RECOVETIES.cooveiieiieiiiieieeeeeeeeeeeeeeeeeeeeeeeeee 24,581 3,936 8,204 56,614 — 93,335
Net charge-offs.......cccocevieiinieiieeeeeeee (33,663) (8,728) (4,507) (97.,475) —  (144,373)
Ending balance ..........cccoeeeiiniininiiccee $ 366,094 322201 56,033 229,118 77,625 $1,051,071
2018
Beginning balance..........cccccoevveeviiniiinieniennns $ 328,599 374,085 65,405 170,809 78,300 $1,017,198
Provision for credit 10SSes .........ccceeeeevvveeeeenn. 33,967 (41,181) 12,401 127,068 (255) 132,000
Net charge-offs

Charge-offs .....ooceevieniiiieeeeicceeeee, (60,414) (12,286) (15,345) (143,196) —  (231,241)

RECOVETIES....ccocevieeciieeeiee e 27,903 21,037 6,664 45,883 — 101,487
Net (charge-offs) recoveries.........cocverveeneenne (32,511) 8,751 (8,681) (97,313) —  (129,754)
Ending balance .......c..cccccoceeviiniiiiniinincencnne. $ 330,055 341,655 69,125 200,564 78,045 $1,019,444
2017
Beginning balance..........c.cccoeeveevieviiienienniennne $ 330,833 362,719 61,127 156,288 78,030 $ 988,997
Provision for credit 10SS€S .........coovvvvvvveveinnnnnnn 41,511 6,715 16,094 103,410 270 168,000
Net charge-offs

Charge-offs ......cocevvenerieniiicrcecrcee (64,941) (7,931) (20,799) (130,927) —  (224,598)

RECOVETIES....occouviieiieeeiee e 21,196 12,582 8,983 42,038 — 84,799
Net (charge-offs) recoveries........cc.ceeereennnne. (43,745) 4,651 (11,816) (88,889) —  (139,799)
Ending balance..........ccccooeeiiniiiiniininiee $ 328,599 374,085 65,405 170,809 78,300 $1,017,198

Despite the allocations in the preceding tables, the allowance for credit losses is general in
nature and is available to absorb losses from any loan or lease type.

In establishing the allowance for credit losses, the Company estimates losses attributable to
specific troubled credits identified through both normal and targeted credit review processes and also
estimates losses inherent in other loans and leases on a collective basis. For purposes of determining
the level of the allowance for credit losses, the Company evaluates its loan and lease portfolio by
loan type. The amounts of loss components in the Company’s loan and lease portfolios are
determined through a loan-by-loan analysis of larger balance commercial loans and commercial real
estate loans that are in nonaccrual status and by applying loss factors to groups of loan balances
based on loan type and management’s classification of such loans under the Company’s loan grading
system. Measurement of the specific loss components is typically based on expected future cash
flows, collateral values and other factors that may impact the borrower’s ability to pay. In
determining the allowance for credit losses, the Company utilizes a loan grading system that is
applied to commercial and commercial real estate credits on an individual loan basis. Loan grades are
assigned loss factors that reflect the Company’s loss estimate for each group of loans and leases.
Factors considered in assigning loan grades and loss factors include borrower-specific information
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related to expected future cash flows and operating results, collateral values, geographic location,
financial condition and performance, payment status, and other information; levels of and trends in
portfolio charge-offs and recoveries; levels of and trends in portfolio delinquencies and impaired
loans; changes in the risk profile of specific portfolios; trends in volume and terms of loans; effects
of changes in credit concentrations; and observed trends and practices in the banking industry.

The following tables provide information with respect to loans and leases that were considered
impaired as of December 31, 2019 and 2018 and for the years ended December 31, 2019, 2018 and

2017.
December 31, 2019 December 31, 2018
Unpaid Unpaid
Recorded  Principal Related Recorded Principal Related
Investment _ Balance Allowance Investment Balance Allowance
(In thousands)
With an allowance recorded:
Commercial, financial, leasing, etc..................... $230,444 257,745 74,435 153,478 175,549 46,034
Real estate:
Commercial ........cccceeeeiiieniiiieeiee e 60,745 73,026 7,713 110,253 125,117 11,937
Residential builder and developer ................. 9,559 9,856 121 5,981 6,557 462
Other commercial construction...................... 12,425 24,908 1,354 10,563 11,113 640
Residential ...........cooeveieiiiieiiiieeiee e, 125,623 145,497 6,873 124,974 147,817 5,402
Residential — limited documentation........... 64,268 77,359 2,300 74,156 90,066 3,000
Consumer:
Home equity lines and loans ......................... 46,325 51,238 8,957 47,982 53,248 9,135
Recreational finance...........oooveeeeeevevnnnenenens 5,270 9,579 1,095 6,138 9,163 1,261
Automobile.........ooooviiiiiiiiiee 3,256 3,344 703 3,527 3,599 729
Other....ooiiieeeeeee e, 4,542 8,341 915 5,203 8,380 1,046
562,457 660,893 104,466 542,255 630,609 79,646
With no related allowance recorded:
Commercial, financial, leasing, etc..................... 139,127 152,132 — 105,507 136,128 —
Real estate:
Commercial .........coooeeeeveieecieeeiieceeee e, 117,751 131,406 — 113,376 124,657 —
Residential builder and developer ................. 3,378 3,378 — 2,593 2,602 —
Other commercial construction ..................... 20,345 21,306 — 11,710 11,880 —
Residential ........c.coeeevieiviiiieniiieeiee e, 18,090 23,365 — 15,379 20,496 —
Residential — limited documentation........... 4,985 8,348 — 5,631 9,796 —
303,676 339,935 — 254,196 305,559 —
Total:
Commercial, financial, leasing, etc..................... 369,571 409,877 74,435 258,985 311,677 46,034
Real estate:
Commercial .........ccceeeeiiieeiiieeiee e 178,496 204,432 7,713 223,629 249,774 11,937
Residential builder and developer ................. 12,937 13,234 121 8,574 9,159 462
Other commercial construction ..................... 32,770 46,214 1,354 22,273 22,993 640
Residential ...........cooeveieiiiiiiiiiceiecceiee e, 143,713 168,862 6,873 140,353 168,313 5,402
Residential — limited documentation........... 69,253 85,707 2,300 79,787 99,862 3,000
Consumer:
Home equity lines and loans ...............c........ 46,325 51,238 8,957 47982 53,248 9,135
Recreational finance.........ccocvveveveinveereeiinnnes 5,270 9,579 1,095 6,138 9,163 1,261
Automobile...........ooooiiiiiiiii e, 3,256 3,344 703 3,527 3,599 729
Other ... 4,542 8,341 915 5,203 8,380 1,046
TOtAl .o $866,133 1,000,828 104,466 796,451 936,168 79,646
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Year Ended December 31, 2019

Year Ended December 31, 2018

Interest Income

Interest Income

Recognized Recognized
Average Average
Recorded Cash Recorded Cash
Investment Total Basis Investment Total Basis
(In thousands)
Commercial, financial, leasing, etc. ...........cccuen..... $303,712 8,960 8,960 263,018 7,873 7,873
Real estate:
Commercial.......c..ccceieeeciieeiiieeeiie e 208,200 5,850 5,850 194,451 10,880 10,880
Residential builder and developer..................... 10,863 357 357 8,699 1,779 1,779
Other commercial construction..........cccevvveveee. 26,440 634 634 11,467 3,474 3,474
Residential ........c.ccceevvvieiiieeiiiiciieecee e 142,400 9,200 3,567 129,593 8,386 3,456
Residential — limited documentation .............. 74,399 5,463 881 82,854 6,118 1,723
Consumer:
Home equity lines and loans..........cc.cccccevenneene 47,168 1,639 270 48,591 1,698 289
Recreational finance ..........ccoovvveeeeeeeiiciienenes 5,707 558 17 1,849 333 9
AUtOmMODIIE .....cceviiiiiiiciieeeec e 3,445 214 72 9,262 690 69
OthEr ..o 5,025 525 11 4,413 230 13
TOtal .o $827,359 33,400 20,619 754,197 41,461 29,565
Year Ended December 31, 2017
Interest Income
Recognized
Average
Recorded Cash
Investment Total Basis
(In thousands)
Commercial, financial, 1€asing, €C. .........ccoceeririeririeniiieeeeieeeeee e $240,157 3,894 3,894
Real estate:
(0003111011 (o3 121 DSOS 207,616 4,497 4,497
Residential builder and developer............ccooeeriiieiieiieieneeeeeee e 16,209 6,419 6,419
Other comMmMErCial CONSIITCTION ... ...ttt ee e e e e e e e e e e e e e eeeeeee e e ereneeeeenees 15,142 1,001 1,001
ReSIACNTIAL .......ooiieiiiiiieeeee et et eeaae e 110,646 7,177 3,406
Residential — limited dOCUMENTAtION .........oeoeveeeiiiiieeeiie e e 93,097 5,981 1,607
Consumer:
Home equity lines and 10ans ............cccccoevieriiiiniiiiiiieneeceeeee e 47,323 1,681 400
Recreational fINANCE. ...........iiiiiiiiiiieiieciiee ettt eeare e sesaaeeee s 1,041 212 9
AULOMODILE ..o e et s 15,045 1,025 81
OBRET ..t e e e e e et e e e e et a e e e e e taaa e e e eeeaareeaeeeaas 2,322 96 2
10 | USRS $748,598 31,983 21,316

Commercial loans and commercial real estate loans with a lower expectation of default are
assigned one of ten possible “pass” loan grades and are generally ascribed lower loss factors when
determining the allowance for credit losses. Loans with an elevated level of credit risk are classified
as “criticized” and are ascribed a higher loss factor when determining the allowance for credit losses.
Criticized loans may be classified as “nonaccrual” if the Company no longer expects to collect all
amounts according to the contractual terms of the loan agreement or the loan is delinquent 90 days or
more. Furthermore, criticized nonaccrual commercial loans and commercial real estate loans are
considered impaired and, as a result, specific loss allowances on such loans are established within the
allowance for credit losses to the extent appropriate in each individual instance.
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The following table summarizes the loan grades applied to the various classes of the Company’s
commercial loans and commercial real estate loans.

Real Estate
Commercial, Residential Other
Financial, Builder and Commercial
Leasing, etc. Commercial Developer  Construction
(In thousands)
December 31, 2019
PaSS e e $22,595,821 25,728,725 1,419,162 7,092,799
Criticized acCrual...........cccoeoiuieieiiiiieeeeeeeee e 895,790 770,609 124,101 211,292
Criticized NONACCIUAL..........ccovviiiiiiiriieiee et 346,557 158,474 3,982 32,770
TOtAlcceeceee e e $23,838,168 26,657,808 1,547,245 7,336,861
December 31, 2018
PaSS ..t e e $21,693,705 24,539,706 1,546,002 6,890,562
Criticized acCrual..........ccoveieiiieeeiiiieiiee e e 1,049,848 866,987 139,509 150,115
Criticized NONACCIUAL...........ooovviiiiieeeeeeeeeeeeeeee e 234,423 203,672 4,798 22,205
TOtAL...oeeceee e et $22977,976 25,610,365 1,690,309 7,062,882

In determining the allowance for credit losses, residential real estate loans and consumer loans
are generally evaluated collectively after considering such factors as payment performance and
recent loss experience and trends, which are mainly driven by current collateral values in the market
place as well as the amount of loan defaults. Loss rates on such loans are determined by reference to
recent charge-off history and are evaluated (and adjusted if deemed appropriate) through
consideration of other factors including near-term forecasted loss estimates developed by the
Company’s credit department. In arriving at such forecasts, the Company considers the current
estimated fair value of its collateral based on geographical adjustments for home price
depreciation/appreciation and overall borrower repayment performance. With regard to collateral
values, the realizability of such values by the Company contemplates repayment of any first lien
position prior to recovering amounts on a second lien position. However, residential real estate loans
and outstanding balances of home equity loans and lines of credit that are more than 150 days past
due are generally evaluated for collectibility on a loan-by-loan basis by giving consideration to
estimated collateral values. The carrying value of residential real estate loans and home equity loans
and lines of credit for which a partial charge-off has been recognized totaled $25 million and $19
million, respectively, at December 31, 2019 and $29 million and $23 million, respectively, at
December 31, 2018. Residential real estate loans and home equity loans and lines of credit that were
more than 150 days past due but did not require a partial charge-off because the net realizable value
of the collateral exceeded the outstanding customer balance were $18 million and $29 million,
respectively, at December 31, 2019 and $21 million and $31 million, respectively, at December 31,
2018.

The Company also measures additional losses for purchased impaired loans when it is probable
that the Company will be unable to collect all cash flows expected at acquisition plus additional cash
flows expected to be collected arising from changes in estimates after acquisition. The determination
of the allocated portion of the allowance for credit losses is very subjective. Given that inherent
subjectivity and potential imprecision involved in determining the allocated portion of the allowance
for credit losses, the Company also provides an inherent unallocated portion of the allowance. The
unallocated portion of the allowance is intended to recognize probable losses that are not otherwise
identifiable and includes management’s subjective determination of amounts necessary to provide for
the possible use of imprecise estimates in determining the allocated portion of the allowance.
Therefore, the level of the unallocated portion of the allowance is primarily reflective of the inherent
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imprecision in the various calculations used in determining the allocated portion of the allowance for
credit losses. Other factors that could also lead to changes in the unallocated portion include the
effects of expansion into new markets for which the Company does not have the same degree of
familiarity and experience regarding portfolio performance in changing market conditions, the
introduction of new loan and lease product types, and other risks associated with the Company’s loan
portfolio that may not be specifically identifiable.

The allocation of the allowance for credit losses summarized on the basis of the Company’s
impairment methodology was as follows:

Commercial,
Financial, Real Estate
Leasing, etc. Commercial Residential Consumer Total
(In thousands)

December 31, 2019
Individually evaluated for impairment ..............cccceeeenene $ 74,435 9,188 9,173 11,670 $ 104,466
Collectively evaluated for impairment .............ccceeueeneee. 291,659 313,013 43,656 217,448 865,776
Purchased impaired............cooceeeiiriirienieeiieeeeeeceee — — 3,204 — 3,204
ATLOCALEd.......oeoeeeeeee e $ 366,094 322,201 56,033 229,118 973,446
Unallocated .........ooovvveeeieeeeeeeeeeeeeeeee e 77,625
TOtAL.cceeeiicee e $1,051,071
December 31, 2018
Individually evaluated for impairment ..............cccoeeeneene $ 46,034 13,039 8,402 12,171 $ 79,646
Collectively evaluated for impairment ...............ccceueeneee. 284,021 328,616 48,326 188,393 849,356
Purchased impaired............cooceeeeereeiienieieeieeeceeeeeee — — 12,397 — 12,397
ATLOCALEd......ooeeeeeeeeeeeee e $ 330,055 341,655 69,125 200,564 941,399
UNAIlOCAED ..ottt 78,045
TOtal.cceeeiieeee e e $1,019,444

The recorded investment in loans and leases summarized on the basis of the Company’s
impairment methodology was as follows:

Commercial,
Financial, Real Estate
Leasing, etc. Commercial Residential Consumer Total
(In thousands)

December 31, 2019
Individually evaluated for impairment....................... $ 369,571 224,203 212,966 59,393 $ 866,133
Collectively evaluated for impairment...................... 23,468,597 35,300,120 15,733,174 15,327,300 89,829,191
Purchased impaired .........cccceeveevieiiinniinieiceeeen — 17,591 209,954 — 227,545
TOtAl .. s $23,838,168 35,541,914 16,156,094 15,386,693 $90,922,869
December 31, 2018
Individually evaluated for impairment....................... $ 258,985 254,476 220,140 62,850 % 796,451
Collectively evaluated for impairment....................... 22,718,991 34,098,670 16,641,411 13,907,649 87,366,721
Purchased impaired ..........cccoeceevineieninienieenceeee — 10,410 292,895 — 303,305
TOtal oo $22,977,976 34,363,556 17,154,446 13,970,499 $88,466,477
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5. Premises and equipment
The detail of premises and equipment was as follows:

December 31
2019 2018

(In thousands)
) 50 s Lo D $ 96,118% 97,082
BUIIAINGS ...veeeiieeie ettt et ettt e e e et e e e e 482,182 465,482
Leasehold iMProVEMENLS ......cc.eeeveeieeriienienieeieeiee st eiee sttt 262,438 240,731
Furniture and equipment — OWNEd.........ccoouieriiiiiiiiniie et 739,724 669,782
Furniture and equipment — capital 1€ases .........cceeceeviiriiiiriiieeieeeceeee 14,232 18,582

1,594,694 1,491,659

Less: accumulated depreciation and amortization

OWNEA @SSELS .evvveeeeeeeetiiitiieee ettt eeeteraeereeeeeeettaraaaeseeeestersnnsssssssessssmnnnes 882,272 835,218
Capital @SS ..eeeuvieeiie et et 8,425 9,033
890,697 844,251

Right of use assets — operating 1€ases .........coccevveerieniiriierrieeneenieeieeeeiens 436,927 —
Premises and eqUIPMENt, NET..........coeeerierieririeieeiesieetestetesaeaeieeeeeeeseaeneens $1,140,924 $ 647,408

The January 1, 2019 adoption of new lease accounting guidance from the FASB resulted in the
Company recording right-of-use assets and lease liabilities in the consolidated balance sheet for all
operating leases with a term greater than twelve months. In addition, the Company elected the
practical expedients that (1) reassessment is not needed for whether any existing contracts are or
contain leases, (2) reassessment of the classification of existing operating and finance leases is not
required, and (3) a lease that has a term of twelve months or less is not required to apply the asset and
liability recognition requirements.

The Company determines whether a contract contains a lease based on whether a contract, or a
part of a contract, conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. If it is determined that a contract contains a lease, the consideration in
the contract is separated between lease and nonlease components (for example, taxes or common area
maintenance). In calculating the present value of the lease payments, the Company has utilized its
incremental secured borrowing rate based on the lease term.

The right-of-use assets and lease liabilities relate to banking offices and other space occupied by
the Company and use of certain equipment under noncancelable operating lease agreements, which
prior to the adoption of the guidance were not reflected in the consolidated balance sheet.

As of December 31, 2019, the Company recognized $488 million of operating lease liabilities
as a component of “accrued interest and other liabilities” in the consolidated balance sheet.

The Company’s noncancelable operating lease agreements expire at various dates over the next
22 years. Real estate leases generally consist of fixed monthly rental payments with certain leases
containing escalation clauses. Any variable lease payments or payments for nonlease components
are recognized in the consolidated statement of income as a component of “equipment and net
occupancy” expense based on actual costs incurred. Some leases contain lessee options to extend the
term. Those options are included in the lease term when it is determined that it is reasonably certain
the option will be exercised.

The Company has noncancelable operating lease agreements for certain equipment related to
ATMs, servers, printers and mail machines that are used in the normal course of operations. The
ATM leases are either based on the rights to a specific square footage or a license agreement
whereby the Company has the right to operate an ATM in a landlord's location. The lease terms
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generally contain both fixed payments and variable payments that are transaction-based. Given the
transaction-based nature of the variable payments, such payments are excluded from the
measurement of the right-of-use asset and lease liability and are recognized in the consolidated
statement of income as a component of “equipment and net occupancy” expense when incurred.

The following table presents information about the Company’s lease costs for operating leases
recorded in the consolidated balance sheet, cash paid toward lease liabilities, and the weighted-
average remaining term and discount rates of the operating leases.

Year Ended
December 31, 2019
(Dollars in
thousands)
Lease cost
OPperating 1€ase COSL......evuiiiiiriiriirieeieeeee ettt $ 100,669
Short-term 1€aSe COSL.....ccuiriiriiriiiiiiieiiriciereteseeee e 105
Variable 18aSE COSE..uuuniiiiiiiiiiieeee ettt e e e et e eeeees 2,332
TOLAL LEASE COSunnreeeeeeeeeeeeee e e e e e e e e eeeeeeeee e eeereeeeeseseseeeeees $ 103,106
Other information
Right-of-use assets obtained in exchange for new
operating lease lHabilities ..........coceereerierieeieeniiiciceccceeeeee e $ 132,219
Cash paid toward lease liabilities ..........cccvereieeeiiereiieeie e 101,869
Weighted-average remaining 1€ase term .........cc.ccoeeevveriiervieeneenieneennnenn 7 years
Weighted-average diSCOUNE TALE .......cc.eeerieeriiiiiiieeiie et 3.01%

Minimum lease payments under noncancelable operating leases are summarized in the
following table.

(In thousands)

Year ending December 31:

20200 et e e et e e e et e e e ear e e e enrreeeeennraeeeaans $ 100,447

2021 et e e e ettt e e ente e e s enreeeeanns 95,199

2022 e et e e e e e e eetba e e e eetbeeeeatraeeeentreeeeanns 79,794

2023 et e e e e e et e e e et e e e enraeeeenreeeeans 62,766

2024t e e e e et e e enreeeeenreeeeanns 50,539

LaOr YRATS ...teiieiiiieeeetee ettt ettt et s 154,585
Total [€aSe PAYMENLS......cc.eeiviiriieriiieieeieenite sttt ettt et et e e 543,330
Less: IMPULEd INEETESE ...cceuveeiriiieiiieiitee ettt ettt et 55,775
TTOUAL .ttt e et e e e e e e e e e e e e e e seaaeeeeaaaaeeeaeraeeeaaa $ 487,555

Net lease expense for all operating leases totaled $111 million in 2018 and $114 million in
2017. All other operating leasing activities were not material to the Company’s consolidated results
of operations. Minimum lease payments required under capital leases are not material.
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6. Capitalized servicing assets
Changes in capitalized servicing assets were as follows:

Residential Mortgage Loans Commercial Mortgage Loans
For the Year Ended December 31, 2019 2018 2017 2019 2018 2017
(In thousands)

Beginning balance .......................... $120,509 $114,978 $117,351 $114,663 $114,076 $103,764
Originations ........c.ceeeeevveereeeneenneens 26,067 28,985 28,792 41,370 26,298 34,620
Purchases .......cccccccevveveniinicneenenne. 144,326 454 699 — — —
AMOTtZAtON ..., (46,491) (23,908) (31,864) (25397) (25,711) (24,308)

244411 120,509 114,978 130,636 114,663 114,076
Valuation allowance ....................... (7,000) — — — — —
Ending balance, net .........cc.c........ $237,411 $120,509 $114,978 $130,636 $114,663 $114,076

Residential mortgage loans serviced for others were $32.3 billion at December 31, 2019, $22.2
billion at December 31, 2018 and $22.6 billion at December 31, 2017. Excluded from residential
mortgage loans serviced for others were loans sub-serviced for others of $62.8 billion, $56.8 billion
and $56.6 billion at December 31, 2019, 2018, and 2017, respectively. On January 31, 2019, the
Company purchased servicing rights for residential real estate loans that had outstanding principal
balances at that date of approximately $13.3 billion. The purchase price of such servicing rights was
approximately $144 million. Commercial mortgage loans serviced for others were $17.6 billion at
December 31, 2019, $15.5 billion at December 31, 2018 and $13.6 billion at December 31, 2017.
Excluded from commercial mortgage loans serviced for others were loans sub-serviced for others of
$3.4 billion at December 31, 2019, $2.7 billion at December 31, 2018 and $2.6 billion at December
31, 2017.

The estimated fair value of capitalized residential mortgage loan servicing assets was
approximately $297 million at December 31, 2019 and $240 million at December 31, 2018. The fair
value of capitalized residential mortgage loan servicing assets was estimated using weighted-average
discount rates of 10.6% and 11.4% at December 31, 2019 and 2018, respectively, and
contemporaneous prepayment assumptions that vary by loan type. At December 31, 2019 and 2018,
the discount rate represented a weighted-average option-adjusted spread (“OAS”) of 928 basis points
(hundredths of one percent) and 963 basis points, respectively, over market implied forward London
Interbank Offered Rates (“LIBOR”). The estimated fair value of capitalized residential mortgage
loan servicing rights may vary significantly in subsequent periods due to changing interest rates and
the effect thereof on prepayment speeds. The estimated fair value of capitalized commercial
mortgage loan servicing assets was approximately $153 million and $135 million at December 31,
2019 and 2018, respectively. An 18% discount rate was used to estimate the fair value of capitalized
commercial mortgage loan servicing rights at December 31, 2019 and 2018 with no prepayment
assumptions because, in general, the servicing agreements allow the Company to share in customer
loan prepayment fees and thereby recover the remaining carrying value of the capitalized servicing
rights associated with such loan. The Company’s ability to realize the carrying value of capitalized
commercial mortgage servicing rights is more dependent on the borrowers’ abilities to repay the
underlying loans than on prepayments or changes in interest rates.

The key economic assumptions used to determine the fair value of significant portfolios of
capitalized servicing rights at December 31, 2019 and the sensitivity of such value to changes in
those assumptions are summarized in the table that follows. Those calculated sensitivities are
hypothetical and actual changes in the fair value of capitalized servicing rights may differ
significantly from the amounts presented herein. The effect of a variation in a particular assumption
on the fair value of the servicing rights is calculated without changing any other assumption. In
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reality, changes in one factor may result in changes in another which may magnify or counteract the
sensitivities. The changes in assumptions are presumed to be instantaneous.

Residential Commercial
(Dollars in thousands)

Weighted-average prepayment SPEeds .........ccceeeeeercieeeiieeeeeeeneeenne 15.84%

Impact on fair value of 10% adverse change...........ccoceevennenee. $ (16,555)

Impact on fair value of 20% adverse change............cccceeveenunennee. (31,475)
Weighted-average OAS ..ot 9.28%

Impact on fair value of 10% adverse change..........cccccceerueeennneen. $ (8,070)

Impact on fair value of 20% adverse change..........cccccceeeueeennenn. (15,663)
Weighted-average diSCOUNE TAte .........eecvervveenieerieriieenieenieenieeieeieens 18.00%

Impact on fair value of 10% adverse change............cccceevvennnee. $ (6,948)

Impact on fair value of 20% adverse change..........cccccceeveeennneen. (13,395)

7. Goodwill and other intangible assets

The Company does not amortize goodwill, however, core deposit and other intangible assets are
amortized over the estimated life of each respective asset. At December 31, 2019 the Company
reduced by $933 million the gross carrying amount and accumulated amortization associated with
intangible assets that had been fully amortized and, therefore, had no remaining net carrying amount.
Total amortizing intangible assets were comprised of the following:

Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
(In thousands)
December 31, 2019
COre dePOSIt...cecveveeiereeieriiereeeeeereeeteeeee e $ 131,664 $ 105,802 $ 25,862
Other .....cocoiiiiiiiiiicicc 6,757 3,585 3,172
Total .o $ 138,421 $ 109,387 $ 29,034
December 31, 2018
Core depoSit.....ccceeeverieniirieiinieienecieeeeeane $ 887,459 $ 843,572 $ 43,887
Other ....ooiiiiiiiieee e 182,568 179,388 3,180
TOtal .o $ 1,070,027 $ 1,022,960 $ 47,067

Amortization of core deposit and other intangible assets was generally computed using
accelerated methods over original amortization periods of three to ten years. The weighted-average
original amortization period was approximately eight years. Amortization expense for core deposit
and other intangible assets was $19 million, $25 million and $31 million for the years ended
December 31, 2019, 2018 and 2017, respectively. Estimated amortization expense in future years for
such intangible assets is as follows:

(In thousands)
Year ending December 31:

2020 e $ 14,869
202 e 10,167
2022 et sttt 3,998

$ 29,034
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The Company completed annual goodwill impairment tests as of October 1, 2019, 2018 and
2017. For purposes of testing for impairment, the Company assigned all recorded goodwill to the
reporting units originally intended to benefit from past business combinations, which has historically
been the Company’s core relationship business reporting units. Goodwill was generally assigned
based on the implied fair value of the acquired goodwill applicable to the benefited reporting units at
the time of each respective acquisition. The implied fair value of the goodwill was determined as the
difference between the estimated incremental overall fair value of the reporting unit and the
estimated fair value of the net assets assigned to the reporting unit as of each respective acquisition
date. To test for goodwill impairment at each evaluation date, the Company compared the estimated
fair value of each of its reporting units to their respective carrying amounts and certain other assets
and liabilities assigned to the reporting unit, including goodwill and core deposit and other intangible
assets. The methodologies used to estimate fair values of reporting units as of the acquisition dates
and as of the evaluation dates were similar. For the Company’s core customer relationship business
reporting units, fair value was estimated as the present value of the expected future cash flows of the
reporting unit. Based on the results of the goodwill impairment tests, the Company concluded that the
amount of recorded goodwill was not impaired at the respective testing dates.

A summary of goodwill assigned to each of the Company’s reportable segments as of
December 31, 2019 and 2018 for purposes of testing for impairment is as follows:

(In thousands)
BUSINEsS BANKING .....cc.eiiuiiiiiiiieciieciieee ettt ettt et et e e e aa e ennas $ 864,366
Commercial Banking ........cocooiiiriiiiiiieiiecieeeeeeeee sttt 1,401,873
Commercial REAL ESLALE ......coovvveuiieieeiiiiiieeeeee ettt ettt ettt e e e e e eeeesaaaaeeeseeeeenaes 654,389
Discretionary POrtfolio .........ociiiiiiiiiiieie et —
Residential Mortgage Banking .........cccceeoiieeiiieeiiieeiieeeiie ettt et —
Retail BanKinNg ......cc.covuiiiiiiiiiiieiieeeee ettt st 1,309,191
ALLOTNET ot e e e e et e e v e e e re e e e esaaeeeeenaareeeenareeeeeanes 363,293
o1 | BRSPS $ 4,593,112
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8. Borrowings
The amounts and interest rates of short-term borrowings were as follows:

Federal Funds
Purchased
and Other
Repurchase Short-term
Agreements Borrowings Total
(Dollars in thousands)
At December 31, 2019
Amount outstanding .............c.cceveveerrereernereriseiereenns $ 62363 $ — $ 62,363
Weighted-average interest rate...........cceceeeveeeeneeeenen. 0.14% — 0.14%
For the year ended December 31, 2019
Highest amount at a month-end ...........cceceevveeeeiennns $3,402,566  $5,000,000
Daily-average amount outstanding ..........c.ccceeeevueenee. 260,322 799,068  $1,059,390
Weighted-average interest rate...........cceevveereereeennenne 1.86% 2.49 % 2.34%
At December 31, 2018
Amount outstanding ..........c.cccceeveerieriieenienie e $ 198,378 $4,200,000 $4,398,378
Weighted-average interest rate...........ccceeveeveerevennnenne 1.68% 2.63% 2.58%
For the year ended December 31, 2018
Highest amount at a month-end ...........cccccccoeervennnene. $2,654,416 $4,200,000
Daily-average amount outstanding ............ccceeceeeenneee. 261,200 69,465 $ 330,665
Weighted-average interest rate.........c..cceeeeveerveenenne. 1.49% 2.16% 1.63%
At December 31, 2017
Amount outstanding .............c.cccveeeevereeriererireeereeans $ 175,099 §$ — $ 175,099
Weighted-average interest rate..........ccecceeeeeeeeneeennenn. 0.92% — 0.92%
For the year ended December 31, 2017
Highest amount at a month-end ............cccccoeeveevieneennnn. $ 204,977 $1,500,000
Daily-average amount outstanding ..........ccccceeeeveeennee. 188,459 16,164 $ 204,623
Weighted-average interest rate..........ccocceeeeeeenneeeneenn. 0.69% 1.27% 0.74 %

Short-term borrowings have a stated maturity of one year or less at the date the Company enters
into the obligation. In general, short-term repurchase agreements outstanding at December 31, 2019
matured on the next business day following year-end.

At December 31, 2019, M&T Bank had lines of credit under formal agreements as follows:

(In thousands)

Outstanding DOITOWINES ......ceeuvirieiriieniiieie ettt ettt sttt $ 1,869
UNUSEA. ...ttt ettt sttt et st sae e 32,578,083

At December 31, 2019, M&T Bank had borrowing facilities available with the FHLBs whereby
M&T Bank could borrow up to approximately $18.2 billion. Additionally, M&T Bank had an
available line of credit with the Federal Reserve Bank of New York totaling approximately
$14.4 billion at December 31, 2019. M&T Bank is required to pledge loans and investment securities
as collateral for these borrowing facilities.

144



Long-term borrowings were as follows:
December 31,
2019 2018
(In thousands)

Senior notes of M&T:

Variable rate due 2023 ... $ 249,756 $ 249,688

3.55% AUE 2023 520,454 506,021
Senior notes of M&T Bank:

Variable rate due 2021 .......oooeiviiiiiiiieceeeee e 349,893 349,794

Variable rate due 2022 ...oovvveeeeeeeeeeeeeeeeeeee ettt 249,758 249,658

2.25% AU 2019 — 645,801

2.05% AUE 2020.......ueeeieeeeeeeeeeeeee e 749,254 737,793

2.10% due 2020.......uveiiieiriee e e 749,864 741,965

2.625% AUE 2021 ....cuveiieeeeee e 654,136 646,301

2.50% AUE 2022t 652,714 634,525

2.90% AUE 2025 749,572 749,488
Advances from FHLB:

FIXEA TALES ..ot eere e e eearaeeeens 1,815 576,446
Agreements to repurchase SECUrties. .......ooueerriririiereiieeriee et 101,679 409,154
Subordinated notes of M&T Bank:

Variable rate due 2020 ........ueeeeeeeeiiieiiiiiiiieiieeieeeeeeeeeeeee e 409,361 409,361

Variable rate due 2021 ......eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee ettt eeeeeeeeeeeeeeeeeeeaees 500,000 500,000

3.40% AUE 2027 ... 514,353 481,692

Junior subordinated debentures of M&T associated with
preferred capital securities:
Fixed rates:

BSB Capital Trust I — 8.125%, due 2028...........ccceeveeerverrennenn 15,728 15,705
Provident Trust I — 8.29%, due 2028........ccceeeeeeveieeeiiieeeeereenenn, 28,235 27,489
Southern Financial Statutory Trust [ — 10.60%, due 2030.......... 6,770 6,713
Variable rates:
First Maryland Capital I — due 2027 ......c.cccocervieenienienienieeeene 147,871 147,333
First Maryland Capital IT — due 2027 ........ccocevvieevvenienieeiceeene 149,943 149,280
Allfirst Asset Trust — due 2029 .....oovvvvviiiiiiiiiii, 96,930 96,785
BSB Capital Trust III — due 2033........cccoiieiieieeeeeeee e, 15,464 15,464
Provident Statutory Trust III — due 2033..........cccoevevveecveeieeneen. 55,867 55,143
Southern Financial Capital Trust III — due 2033..........cccceeneneee. 8,236 8,141
(111 1< S ST USRRRUR 8,533 35,174

$ 6,986,186 § 8,444,914

The senior notes of M&T were issued in July 2018. The variable rate notes pay interest
quarterly at a rate that is indexed to the three-month LIBOR. The contractual interest rates for those
notes were 2.62% at December 31, 2019 and 2.51% at December 31, 2018.
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The variable rate senior notes of M&T Bank pay interest quarterly at rates that are indexed to the
three-month LIBOR. The contractual interest rates for those notes ranged from 2.21% to 2.54% at
December 31, 2019 and 2.76% to 3.25% at December 31, 2018. The weighted-average contractual
interest rate was 2.34% at December 31, 2019 and 2.96% at December 31, 2018.

Long-term fixed rate advances from the FHLB had weighted-average contractual interest rates of
5.82% at December 31, 2019 and 2.06% at December 31, 2018. Advances from the FHLB outstanding
at December 31, 2019 mature in 2029 and 2035 and are secured by residential real estate loans,
commercial real estate loans and investment securities.

The remaining long-term agreement to repurchase securities at December 31, 2019 had a
contractual interest rate of 4.29%. Agreements to repurchase securities outstanding at December 31,
2018 had contractual interest rates that ranged from 4.09% to 4.58%. The outstanding agreement at
December 31, 2019 has a repurchase date in 2020, however, the contractual maturities of the
underlying investment securities extend beyond such repurchase date. The agreement is subject to
legally enforceable master netting arrangements, however, the Company has not offset any amounts
related to the agreement in its consolidated financial statements. The Company posted collateral
consisting primarily of government guaranteed mortgage-backed securities of $108 million and $428
million at December 31, 2019 and 2018, respectively.

The subordinated notes of M&T Bank are unsecured and are subordinate to the claims of its
other creditors. The notes that mature in 2020 pay interest monthly at a rate that is indexed to the
one-month LIBOR. The contractual interest rate was 3.02% and 3.72% at December 31, 2019 and
2018, respectively. The notes that mature in 2021 pay interest quarterly at a rate that is indexed to the
three-month LIBOR. The contractual interest rate was 2.55% at December 31, 2019 and 3.38% at
December 31, 2018.

The fixed and variable rate junior subordinated deferrable interest debentures of M&T (“Junior
Subordinated Debentures”) are held by various trusts and were issued in connection with the issuance
by those trusts of preferred capital securities (“Capital Securities”’) and common securities
(“Common Securities”). The proceeds from the issuances of the Capital Securities and the Common
Securities were used by the trusts to purchase the Junior Subordinated Debentures. The Common
Securities of each of those trusts are wholly owned by M&T and are the only class of each trust’s
securities possessing general voting powers. The Capital Securities represent preferred undivided
interests in the assets of the corresponding trust. Under the Federal Reserve Board’s risk-based
capital guidelines, the Capital Securities qualify for inclusion in Tier 2 regulatory capital. The
variable rate Junior Subordinated Debentures pay interest quarterly at rates that are indexed to the
three-month LIBOR. Those rates ranged from 2.76% to 5.34% at December 31, 2019 and from
3.39% to 5.69% at December 31, 2018. The weighted-average variable rates payable on those Junior
Subordinated Debentures were 3.37% at December 31, 2019 and 3.94% at December 31, 2018.

Holders of the Capital Securities receive preferential cumulative cash distributions unless M&T
exercises its right to extend the payment of interest on the Junior Subordinated Debentures as
allowed by the terms of each such debenture, in which case payment of distributions on the
respective Capital Securities will be deferred for comparable periods. During an extended interest
period, M&T may not pay dividends or distributions on, or repurchase, redeem or acquire any shares
of its capital stock. In general, the agreements governing the Capital Securities, in the aggregate,
provide a full, irrevocable and unconditional guarantee by M&T of the payment of distributions on,
the redemption of, and any liquidation distribution with respect to the Capital Securities. The
obligations under such guarantee and the Capital Securities are subordinate and junior in right of
payment to all senior indebtedness of M&T.

The Capital Securities will remain outstanding until the Junior Subordinated Debentures are
repaid at maturity, are redeemed prior to maturity or are distributed in liquidation to the trusts. The
Capital Securities are mandatorily redeemable in whole, but not in part, upon repayment at the stated
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maturity dates (ranging from 2027 to 2033) of the Junior Subordinated Debentures or the earlier

redemption of the Junior Subordinated Debentures in whole upon the occurrence of one or more events

set forth in the indentures relating to the Capital Securities, and in whole or in part at any time after an

optional redemption prior to contractual maturity contemporaneously with the optional redemption of

the related Junior Subordinated Debentures in whole or in part, subject to possible regulatory approval.
Long-term borrowings at December 31, 2019 mature as follows:

(In thousands)
Year ending December 31:

2020 1ttt e e e e e e e e e etba e e eabbaeeeatbaeeeabaeeeeatbbaeeaabbaeeeantaaeeannraaeennes $2,010,251
2021 e e e e e e e bt e e eetbe e e e abaeeeeetbaeeeataeeeeataaeeeaaraaaeaans 1,506,667
2022 et e e e e ettt e e et b e e e e e b reeeaatteeeeattaeeeanataeeaanntaeeanntnaesannrraeeans 907,794
20023 et e et e e et te e e e st b e e et bt e e e taaee e treeeaarataeeaarabaeeesnrtaeeennraeeeanes 770,211
2024 ... et e e e et e e e e t—e e e e tbae e e taeee e rabaeeaartaaeeaantaaeeanntreeeanes 479
LLALET YEATS ..ttt ettt ettt ettt e et e e e ettt e e s et e e e hbeeeeeneeee s 1,790,784

$ 6,986,186

9. Shareholders’ equity
M&T is authorized to issue 1,000,000 shares of preferred stock with a $1.00 par value per share.
Preferred shares outstanding rank senior to common shares both as to dividends and liquidation
preference, but have no general voting rights.
Issued and outstanding preferred stock of M&T as of December 31, 2019 and 2018 is presented

below:

December 31, 2019 December 31, 2018

Shares Shares

Issued and Carrying Issued and Carrying

Qutstanding  Value  Outstanding  Value
(Dollars in thousands)

Series A (a)
Fixed Rate Cumulative Perpetual Preferred Stock,

$1,000 liquidation preference per share ............c.cceeveeeieeieerinrinrernennn — — 230,000 $230,000
Series C (a)
Fixed Rate Cumulative Perpetual Preferred Stock,

$1,000 liquidation preference per share ............c.ccceeveieieeieerierenienennen — — 151,500 $151,500
Series E (b)
Fixed-to-Floating Rate Non-cumulative Perpetual Preferred

Stock, $1,000 liquidation preference per share .............cccceevevieverrenennn. 350,000 $350,000 350,000 $350,000
Series F (¢)
Fixed-to-Floating Rate Non-cumulative Perpetual Preferred

Stock, $10,000 liquidation preference per share ............cccoevveveeverrennennnn 50,000 $500,000 50,000 $500,000
Series G (d)
Fixed-Rate Reset Non-cumulative Perpetual Preferred Stock,

$10,000 liquidation preference per share .............cceceeeeeieeieereereniennennen 40,000 $400,000 — —

(a) The shares were fully redeemed in August 2019, having received the approval of the Federal Reserve to redeem such shares after issuing
the Series G preferred stock. Declared dividends per share were $47.8125 in 2019 and $63.75 in each of 2018 and 2017.

(b) Dividends, if declared, are paid semi-annually at a rate of 6.45% through February 14, 2024 and thereafter will be paid quarterly at a
rate of the three-month LIBOR plus 361 basis points. The shares are redeemable in whole or in part on or after February 15, 2024.
Notwithstanding M&T’s option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier 1 capital, M&T
may redeem all of the shares within 90 days following that occurrence. Declared dividends per share were $64.50 in each of 2019, 2018
and 2017.
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(c) Dividends, if declared, are paid semi-annually at a rate of 5.125% through October 31, 2026 and thereafter will be paid quarterly at a
rate of the three-month LIBOR plus 352 basis points. The shares are redeemable in whole or in part on or after November 1, 2026.
Notwithstanding M&T’s option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier I capital, M&T
may redeem all of the shares within 90 days following that occurrence. Declared dividends per share were $512.50 in each of 2019, 2018
and 2017.

(d)  Dividends, if declared, are paid semi-annually at a rate of 5.0% through July 31, 2024 and thereafter will be paid semiannually at a rate
of the five-year U.S. Treasury rate plus 3.174%. The shares are redeemable in whole or in part on or after August 1, 2024.

Notwithstanding M&T'’s option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier 1 capital, M&T may
redeem all of the shares within 90 days following that occurrence. Declared dividends per share were $125.694 in 2019.

10. Revenue from contracts with customers

Effective January 1, 2018 the Company adopted amended accounting and disclosure guidance for
revenue from contracts with customers under the modified retrospective approach. A significant
amount of the Company’s revenues are derived from net interest income on financial assets and
liabilities, mortgage banking revenues, trading account and foreign exchange gains, investment
securities gains, loan and letter of credit fees, income from bank-owned life insurance, and certain
other revenues that are generally excluded from the scope of the amended guidance for revenue from
contracts with customers. As a result of the adoption, the Company began reporting credit card
interchange revenue net of $25 million and $14 million of rewards in other revenues from operations
for the years ended December 31, 2019 and 2018, respectively. Credit card rewards expense of $13
million for the year ended December 31, 2017 was included in other costs of operations. The
adjustment to beginning retained earnings as well as the impact of any changes in timing of revenue
recognition of noninterest income items within the scope of the guidance was not material to the
Company’s consolidated financial position at December 31, 2017 or its consolidated results of
operations for the year ended December 31, 2018.

For noninterest income revenue streams, the Company recognizes the expected amount of
consideration as revenue when the performance obligations related to the services under the terms of
a contract are satisfied. The Company’s contracts generally do not contain terms that necessitate
significant judgment to determine the amount of revenue to recognize.

The Company generally charges customer accounts or otherwise bills customers upon
completion of its services. Typically the Company’s contracts with customers have a duration of one
year or less and payment for services is received at least annually, but oftentimes more frequently as
services are provided. At December 31,2019 and 2018, the Company had $62 million and $56
million, respectively, of uncollected amounts receivable related to recognized revenue from the
sources in the accompanying tables. Such amounts are classified in accrued interest and other assets
in the Company’s consolidated balance sheet. In certain situations the Company is paid in advance
of providing services and defers the recognition of revenue until its service obligation is satisfied. At
each of December 31, 2019 and 2018, the Company had deferred revenue of $43 million related to
the sources in the accompanying tables and recorded such amounts in accrued interest and other
liabilities on its consolidated balance sheet. The following tables summarize sources of the
Company’s noninterest income during 2019 and 2018 that are subject to the amended guidance.
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Residential

Business Commercial Commercial Discretionary Mortgage Retail All
Banking Banking  Real Estate _ Portfolio Banking Banking Other Total
Year Ended December 31, 2019 (In thousands)
Classification in consolidated
statement of income
Service charges on deposit accounts ... $60,690 93,044 9,828 — 4 263,659 5,753 $ 432,978
Trust iNCOME.......ccceveeerrieniieeiieeieene 31 963 — — — — 571,614 572,608
Brokerage services income.................. — — — — — — 48,922 48,922
Other revenues from operations:
Merchant discount and credit
card fees.......oovvveeineeeiiieiieeeieens 36,844 52,161 2,516 — — 12,140 3,381 107,042
Other......coovveeiieiiieeieeee e, — 7,498 8,615 1,776 3,492 36,144 34,088 91,613
$97,565 153,666 20,959 1,776 3,496 311,943 663,758 $1,253,163
Year Ended December 31, 2018
Classification in consolidated
statement of income
Service charges on deposit accounts ... $62,323 96,407 9,870 — 10 254,590 6,137 $ 429,337
Trust income 9 917 — — — — 536,659 537,585

Brokerage services income .. — — — — — — 51,069 51,069
Other revenues from operations:

Merchant discount and credit

card fees......ccoeeeenreinrecneennn 34,557 52,051 2,213 — — 14924 2,208 105,953
Other......c.ocoiiiiiiiiiiiiii — 8,796 7,259 1,738 3,814 38,529 30,233 90,369
$96,889 158,171 19,342 1,738 3,824 308,043 626,306 $1,214,313

Service charges on deposit accounts include fees deducted directly from customer account balances,
such as account maintenance, insufficient funds and other transactional service charges, and also
include debit card interchange revenue resulting from customer initiated transactions. Account
maintenance charges are generally recognized as revenue on a monthly basis, whereas other fees are
recognized after the respective service is provided.

Trust income includes fees related to the Institutional Client Services (“ICS”) business and the
Wealth Advisory Services (“WAS”) business. Revenues from the ICS business are largely derived
from a variety of trustee, agency, investment, cash management and administrative services, whereas
revenues from the WAS business are mainly derived from asset management, fiduciary services, and
family office services. Trust fees may be billed in arrears or in advance and are recognized as
revenues as the Company’s performance obligations are satisfied. Certain fees are based on a
percentage of assets invested or under management and are recognized as the service is performed
and constraints regarding the uncertainty of the amount of fees are resolved.

Brokerage services income includes revenues from the sale of mutual funds and annuities and
securities brokerage fees. Such revenues are generally recognized at the time of transaction
execution. Mutual fund and other distribution fees are recognized upon initial placement of customer
funds as well as in future periods as such customers continue to hold amounts in those mutual funds.

Other revenues from operations include merchant discount and credit card fees such as interchange
fees and merchant discount fees that are generally recognized when the cardholder’s transaction is
approved and settled. Beginning in 2018, credit card rewards accrued to cardholders are recognized
as a reduction of interchange revenue. Also included in other revenues from operations are insurance
commissions, ATM surcharge fees, and advisory fees. Insurance commissions are recognized at the
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time the insurance policy is executed with the customer. Insurance renewal commissions are
recognized upon subsequent renewal of the policy. ATM surcharge fees are included in revenue at
the time of the respective ATM transaction. Advisory fees are generally recognized at the conclusion
of the advisory engagement when the Company has satisfied its service obligation.

11. Stock-based compensation plans

Stock-based compensation expense was $76 million in 2019, $66 million in 2018 and $61 million in
2017. The Company recognized income tax benefits related to stock-based compensation of $19
million in 2019, $24 million in 2018 and $35 million in 2017.

The Company’s equity incentive compensation plan allows for the issuance of various forms of
stock-based compensation, including stock options, restricted stock and restricted stock units,
including performance-based awards. At December 31, 2019 and 2018, respectively, there were
3,742,478 and 2,833,428 shares available for future grant under the Company’s equity incentive
compensation plan.

Stock awards
Stock awards are comprised of restricted stock and restricted stock units. Stock awards granted since
2014 generally vest over three years. Stock awards granted prior to 2014 vested over four years. A
portion of stock awards granted after 2013 require a performance condition to be met before such
awards vest. The Company may issue shares from treasury stock to the extent available or issue new
shares. The number of restricted shares issued was 181,939 in 2017 with a weighted-average grant
date fair value of $30 million. There were no restricted shares issued in 2019 or 2018. The number of
restricted stock units issued was 448,487 in 2019, 348,512 in 2018 and 235,983 in 2017, with a
weighted-average grant date fair value of $74 million, $66 million and $38 million, respectively.
Unrecognized compensation expense associated with restricted stock units was $22 million as of
December 31, 2019 and is expected to be recognized over a weighted-average period of
approximately one year.

A summary of restricted stock and restricted stock unit activity follows:

Restricted Weighted- Restricted Weighted-
Stock Units Average Stock Average
Qutstanding Grant Price QOutstanding Grant Price

Unvested at January 1, 2019......cccceeviivieniieiienns 556,875 $ 170.07 179,439 $§ 144.18
GIanted .......oouveeeeeeeieeeeeee e 448,487 164.63 — —
VESTEA ..o (298,243) 157.90 (113,894) 133.69
Cancelled ........ooooevviiiieiiieeeceee e (15,892) 173.48 (1,954) 161.42
Unvested at December 31, 2019........coovvvvvvieeeeennnes 691,227 $ 171.72 63,591 $§ 16245

Stock option awards

Stock options issued generally vest over three years and are exercisable over terms not exceeding ten
years and one day. The Company used an option pricing model to estimate the grant date present
value of stock options granted. The Company granted 164,244 and 116,852 stock options in 2019
and 2018, respectively. Stock options granted in 2017 were not significant. The fair value of options
granted in each of 2019, 2018 and 2017 was not material.
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A summary of stock option activity follows:

Weighted-Average

Stock Aggregate

Options Exercise Life Intrinsic Value

Outstanding Price (In Years) (In thousands)
Outstanding at January 1, 2019 ......cccooeeniiniennnne. 220,591 $§ 157.98
Granted ........oooeevvviiieeieeeceee e 164,244 164.54
EXErciSed .......cooveeiiiiiiieeeeeeeeeee e, (76,181) 122.55
EXPITed.....oeeeiieeieeee e (3,202) 176.41

Outstanding at December 31, 2019 .........ccceeveneneee. 305,452 $ 170.15 80 $ 2,301

Exercisable at December 31, 2019 .........ccoeeuveeeeee. 66,076 $ 159.96 51 % 1,454

For 2019, 2018 and 2017, M&T received $9 million, $60 million and $72 million, respectively,
in cash and realized tax benefits from the exercise of stock options of $1 million, $3 million and $10
million, respectively. The intrinsic value of stock options exercised during those periods was $3
million, $16 million and $31 million, respectively. As of December 31, 2019, the amount of
unrecognized compensation cost related to non-vested stock options was not material. The total grant
date fair value of stock options vested during 2019, 2018 and 2017 was not material. Upon the
exercise of stock options, the Company may issue shares from treasury stock to the extent available
or issue new shares.

Stock purchase plan

The stock purchase plan provides eligible employees of the Company with the right to purchase
shares of M&T common stock at a discount through accumulated payroll deductions. In connection
with the employee stock purchase plan, shares of M&T common stock issued were 71,676 in 2019,
58,167 in 2018 and 66,504 in 2017. As of December 31, 2019, there were 2,310,751 shares available
for issuance under the plan. M&T received cash for shares purchased through the employee stock
purchase plan of $11 million in 2019 and $10 million in each of 2018 and 2017. Compensation
expense recognized for the stock purchase plan was not significant in 2019, 2018 or 2017.

Deferred bonus plan

The Company provided a deferred bonus plan pursuant to which eligible employees could elect to
defer all or a portion of their annual incentive compensation awards and allocate such awards to
several investment options, including M&T common stock. Participants could elect the timing of
distributions from the plan. Such distributions are payable in cash with the exception of balances
allocated to M&T common stock which are distributable in the form of M&T common stock. Shares
of M&T common stock distributable pursuant to the terms of the deferred bonus plan were 16,491
and 18,292 at December 31, 2019 and 2018, respectively. The obligation to issue shares is included
in “common stock issuable” in the consolidated balance sheet.

Directors’ stock plan
The Company maintains a compensation plan for non-employee members of the Company’s boards
of directors and directors advisory councils that allows such members to receive all or a portion of
their compensation in shares of M&T common stock. Through December 31, 2019, 282,532 shares
had been issued in connection with the directors’ stock plan.

Through acquisitions, the Company assumed obligations to issue shares of M&T common stock
related to deferred directors compensation plans. Shares of common stock issuable under such plans
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were 5,043 and 6,271 at December 31, 2019 and 2018, respectively. The obligation to issue shares is
included in “common stock issuable” in the consolidated balance sheet.

12. Pension plans and other postretirement benefits
The Company provides defined benefit pension and other postretirement benefits (including health
care and life insurance benefits) to qualified retired employees. The Company uses a December 31
measurement date for all of its plans.

Net periodic pension expense for defined benefit plans consisted of the following:

Year Ended December 31
2019 2018 2017
(In thousands)
SEIVICE COSE c.eiiiiiiiiee ettt ettt e e e e e $ 17,294 $ 20,346 $ 20,193
Interest cost on benefit obligation...........cccceeveerieniernieennen. 81,579 74,704 79,270
Expected return on plan assets .........ccceceevrieenieenieeenieennne. (122,139) (123,127) (108,524)
Amortization of Prior SErvice COSt.......ccerrruierrieersieeerieene 557 557 557
Recognized net actuarial 10SS.........ccceeeeeieeiiieecireiieieee, 21,992 43,793 29,263
Net periodic pension cost (benefit) ............ccceevuererrvenennnne. $ (717) $ 16,273 $ 20,759

Net other postretirement benefits expense for defined benefit plans consisted of the following:

Year Ended December 31
2019 2018 2017
(In thousands)
SETVICE COSE veeeeiee e et e e e e e e e eeeeeeeeeeaeeereeeeeeeeseaaaes $ 859 $ 938 $ 1,172
Interest cost on benefit obligation............ccceeeeeeeiireneennne. 2,344 2,293 3,716
Amortization of prior service credit........c.cceeeceeerceeereeennne. (4,730) 4,729) (1,359)
Recognized net actuarial gain .........c..cceceeveevienieniennieennen. (1,247) (826) (988)
Net other postretirement benefits cost (benefit).................. $ 2,774) $ (2,324) $ 2,541

Service cost is reflected in salaries and employee benefits expense. The other components of
net periodic benefit expense are reflected in other costs of operations.
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Data relating to the funding position of the defined benefit plans were as follows:

Other
Pension Benefits Postretirement Benefits
2019 2018 2019 2018
(In thousands)
Change in benefit obligation:
Benefit obligation at beginning of year .................. $1,949,613 $2,188,736 $ 59,991 $ 68,637
SEIVICE COSt.vvvviiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeee e 17,294 20,346 859 938
INEEIESt COSE..iiiiiiiiiiieeeeeieeeeeeee e 81,579 74,704 2,344 2,293
Plan participants’ contributions ..........c..cceceevveeeeene — — 2,749 2,974
Actuarial (gain) 10SS......cocverieriieiienierieeieeieeieane 298,713  (228,897) (687) (4,758)
Medicare Part D reimbursement.................cc.......... — — 370 508
Benefits paid.......ccccocveveerieiiieieeieeeee e (99,870) (105,276) (9,134) (10,601)
Benefit obligation at end of year ...........ccceeeueenneee 2,247,329 1,949,613 56,492 59,991
Change in plan assets:
Fair value of plan assets at beginning of
VAT 1eveeveenreenieeseeeeereeteenseesseessseeseeseessaesnseenseenseens 1,833,833 2,014,891 — —
Actual return on plan assets.........ccceeveveeecieereeeennen. 293,546 (90,657) — —
Employer contributions ..........ccccceeeevierierneeneennee. 10,431 14,875 6,015 7,119
Plan participants’ contributions...........cceccceeveeenneen. — — 2,749 2,974
Medicare Part D reimbursement.................c........... — — 370 508
Benefits paid.......ccccceevierieiiieieeeeese e (99,870) (105,276) (9,134) (10,601)
Fair value of plan assets at end of year................... 2,037,940 1,833,833 — —
Funded Status .........cooeevveeieeiieeeceieeee e $ (209,389)$ (115,780)$(56,492) $(59,991)
Accrued liabilities recognized in the
consolidated balance sheet ............c.ccccoeeveeeviereennn. $ (209,389)% (115,780)$(56,492)$(59,991)
Amounts recognized in accumulated other
comprehensive income (“AOCI”) were:
Net 1088 (ZAIN) ...ouvevievieieriieieieeeteeeeeee et $ 507,029 $ 401,716 $(17,308)$(17,868)
Net prior service cost (credit) ........cevvverveeereeeneeennen. 1,834 2,391 (27,007) (31,737)
Pre-tax adjustment to AOCT ..........cccceevvenieeieenncnne 508,863 404,107 (44,315) (49,605)
TAXES oottt (133,779) (106,240) 11,650 13,041
Net adjustment to AOCI ..........ccocoevveveieieienienne, $ 375,084 $ 297,867 $(32,665)$(36,564)

The Company has an unfunded supplemental pension plan for certain key executives and
others. The projected benefit obligation and accumulated benefit obligation included in the preceding
data related to such plan were $154 million as of December 31, 2019 and $143 million as of
December 31, 2018.

The accumulated benefit obligation for all defined benefit pension plans was $2.2 billion and
$1.9 billion at December 31, 2019 and 2018, respectively.
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GAAP requires an employer to recognize in its balance sheet as an asset or liability the
overfunded or underfunded status of a defined benefit postretirement plan, measured as the
difference between the fair value of plan assets and the benefit obligation. For a pension plan, the
benefit obligation is the projected benefit obligation; for any other postretirement benefit plan, such
as a retiree health care plan, the benefit obligation is the accumulated postretirement benefit
obligation. Gains or losses and prior service costs or credits that arise during the period, but are not
included as components of net periodic benefit expense, are recognized as a component of other
comprehensive income. Amortization of net gains and losses is included in annual net periodic
benefit expense if, as of the beginning of the year, the net gain or loss exceeds 10% of the greater of
the benefit obligation or the fair value of the plan assets. As indicated in the preceding table, as of
December 31, 2019 the Company recorded a minimum liability adjustment of $465 million ($509
million related to pension plans and $(44) million related to other postretirement benefits) with a
corresponding reduction of shareholders’ equity, net of applicable deferred taxes, of $342 million. In
aggregate, the benefit plans realized a net loss during 2019 that resulted in an increase to the
minimum liability adjustment from that which was recorded at December 31, 2018 of $110 million.
The net loss in 2019 was mainly the result of lowering the discount rate used to measure the benefit
obligation of all plans to 3.25% at December 31, 2019 from 4.25% used at the prior year-end, offset,
in part, by the amortization of actuarial losses and a return on plan assets that exceeded the assumed
expected return. The table below reflects the changes in plan assets and benefit obligations
recognized in other comprehensive income related to the Company’s postretirement benefit plans.

Other
Postretirement
Pension Plans Benefit Plans Total
(In thousands)
2019
NE 10SS (ZAIN) ..vevievierierierieteereere ettt ettt s e e e eaeas $ 127,305 $ (687) $ 126,618
Amortization of prior service (cost) credit.........ccevvverueriuennenne (557) 4,730 4,173
Amortization of actuarial (10SS) ZaiN ........cceeceeeeiieiniieenieenen. (21,992) 1,247 (20,745)
Total recognized in other comprehensive income,
PIETAX cuevveeeeeeteeeeeeteeeeeeteeeee oottt eae ettt ese st s st s s esenas $ 104,756 $ 5,290 $ 110,046
2018
NEL AN ...vviviieeiececteeee e $ (15,113) $ (4,758) $ (19,871)
Amortization of prior service (cost) credit..........cceeeevverrereennnen. (557) 4,729 4,172
Amortization of actuarial (10SS) ZaIN ......c.ceevveereirieniienieneene (43,793) 826 (42,967)
Total recognized in other comprehensive income,
PIELAX ©oviuvtireeietieeeteeteae et ete et et se et s s s s b st sseneeseaeeaeas $ (59,463) $ 797 $ (58,666)

The following table reflects the amortization of amounts in accumulated other comprehensive
income expected to be recognized as components of net periodic benefit expense during 2020:

Other
Postretirement
Pension Plans Benefit Plans
(In thousands)
Amortization of net prior service cost (credit) ........ocevereevrereennenne. $ 557 $ (4,738)
Amortization of net 10SS (ZaIN).......ccccveeriiriiiiieeiieeeieeee e 55,851 (1,223)
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The Company also provides a qualified defined contribution pension plan to eligible employees
who were not participants in the defined benefit pension plan as of December 31, 2005 and to other
employees who have elected to participate in the defined contribution plan. The Company makes
contributions to the defined contribution plan each year in an amount that is based on an individual
participant’s total compensation (generally defined as total wages, incentive compensation,
commissions and bonuses) and years of service. Participants do not contribute to the defined
contribution pension plan. Pension expense recorded in 2019, 2018 and 2017 associated with the
defined contribution pension plan was approximately $32 million, $29 million and $30 million,
respectively.

Assumptions

The assumed weighted-average rates used to determine benefit obligations at December 31 were:

Other
Pension Postretirement
Benefits Benefits
2019 2018 2019 2018
DISCOUNE TALE ...eeeevvveeeeeiiiee ettt e eetee et e eere e e e e 325% 425% 325% 4.25%

Rate of increase in future compensation levels........................ 429% 4.31% — —

The assumed weighted-average rates used to determine net benefit expense for the years ended
December 31 were:

Pension Benefits Postretir:)ntllel:; Benefits
2019 2018 2017 2019 2018 2017
DisScount rate........cocueevveevveenienieeiieeeneeeeeeeeen 425% 3.50% 4.00% 4.25% 3.50% 4.00%
Long-term rate of return on plan assets................ 6.50% 6.50% 6.50% — — —
Rate of increase in future compensation
1EVEIS ..ot 431% 4.33% 439% — — —

The discount rate used by the Company to determine the present value of the Company’s future
benefit obligations reflects specific market yields for a hypothetical portfolio of highly rated
corporate bonds that would produce cash flows similar to the Company’s benefit plan obligations and
the level of market interest rates in general as of the year-end.

The expected long-term rate of return assumption as of each measurement date was developed
through analysis of historical market returns, current market conditions, anticipated future asset
allocations, the funds’ past experience, and expectations on potential future market returns. The
expected rate of return assumption represents a long-term average view of the performance of the
plan assets, a return that may or may not be achieved during any one calendar year.
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The Company’s defined benefit pension plan is sensitive to the long-term rate of return on plan
assets and the discount rate. To demonstrate the sensitivity of pension expense to changes in these
assumptions, with all other assumptions held constant, 25 basis point increases in: the rate of return
on plan assets would have resulted in a decrease in pension expense of approximately $5 million; and
the discount rate would have resulted in a decrease in pension expense of approximately $8 million.
Decreases of 25 basis points in those assumptions would have resulted in similar changes in amount,
but in the opposite direction from the changes presented in the preceding sentence. Additionally, an
increase of 25 basis points in the discount rate would have decreased the benefit obligation by
$75 million and a decrease of 25 basis points in the discount rate would have increased the benefit
obligation by $79 million at December 31, 2019.

For measurement of other postretirement benefits, a 6.25% annual rate of increase in the per
capita cost of covered health care benefits was assumed for 2020. The rate was assumed to decrease
to 5.00% over nine years. A one-percentage point change in assumed health care cost trend rates
would have had the following effects:

+1% 1%
(In thousands)
Increase (decrease) in:
Service and INLETESE COSL.....ccvuiiiiriiririeeeiieeetieeeteeeeteeesteeesteeesreeesraeeeereeesseesseeenneas $ 49 §$ (@45
Accumulated postretirement benefit obligation...........ccceeeeeeriieeiieeiieecieeee e, 834 (747)

Plan assets

The Company’s policy is to invest the pension plan assets in a prudent manner for the purpose of
providing benefit payments to participants and mitigating reasonable expenses of administration. The
Company’s investment strategy is designed to provide a total return that, over the long-term, places
an emphasis on the preservation of capital. The strategy attempts to maximize investment returns on
assets at a level of risk deemed appropriate by the Company while complying with applicable
regulations and laws. The investment strategy utilizes asset diversification as a principal determinant
for establishing an appropriate risk profile while emphasizing total return realized from capital
appreciation, dividends and interest income. The target allocations for plan assets are generally 25 to
60 percent equity securities, 10 to 65 percent debt securities, and 5 to 60 percent money-market
investments/cash equivalents and other investments, although holdings could be more or less than
these general guidelines based on market conditions at the time and actions taken or recommended
by the investment managers providing advice to the Company. Assets are managed by a combination
of internal and external investment managers. Equity securities may include investments in domestic
and international equities, through individual securities, mutual funds and exchange-traded funds.
Debt securities may include investments in corporate bonds of companies from diversified industries,
mortgage-backed securities guaranteed by government agencies and U.S. Treasury securities,
through individual securities and mutual funds. Additionally, the Company’s defined benefit pension
plan held $439 million (22% of total assets) of real estate funds, private investments, hedge funds
and other investments at December 31, 2019. Returns on invested assets are periodically compared
with target market indices for each asset type to aid management in evaluating such returns.
Furthermore, management regularly reviews the investment policy and may, if deemed appropriate,
make changes to the target allocations noted above.
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The fair values of the Company’s pension plan assets at December 31, 2019 and 2018, by asset
category, were as follows:

Fair Value Measurement of Plan Assets At December 31, 2019
Quoted Prices

in Active Significant  Significant
Markets Observable Unobservable
for Identical Assets  Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In thousands)
Asset category:
Money-market investments ..............ccceeverveveeennnne. $ 38461% 33870% 4,591 % —
Equity securities:
MET e 148,603 148,603 — —
DOMESHIC(A) evvvveeeeeeieeeieeeeee e 219,663 219,663 — —
International(b) ..........cccoevveeeeiiiiiiiiiieeeeeeeee, 10,476 10,476 — —
Mutual funds:
DOMESIC(Q)..uuvvreeeeeeeeeeeieeeeeee e eeeeans 238,872 238,872 — —
International(b) .......cccceeveeieeieiiiiiiiiieeeeeenne, 381,433 381,433 — —
999,047 999,047 — —
Debt securities:
L010) 5010 1 <] (o) F SRS 112,783 — 112,783 —
(€0)S5111115) 1 | HUUTTTTT 190,679 — 190,679 —
International............ccccoovvviiiiiiiiiieiieeeeeeeeeeeeeee, 6,648 — 6,648 —
Mutual funds:
DomeStic(d) ....uveeeeeeeieiiiiieieeeeeeeeceeeee e, 249,075 249,075 — —
559,185 249,075 310,110 —
Other:
Diversified mutual fund.............ccccoeeeeieiennnnnen. 86,980 86,980 — —
Real estate partnerships .........ccocceeevieeeeenneennne 21,905 3,939 — 17,966
Private equity / debt........cccoeciveriiieiiieie 87,966 — — 87,966
Hedge funds........ccceeeeiiviieeiieceeeeeeeeeee e, 231,807 116,029 — 115,778
Guaranteed deposit fund.........ccccceevieiniiennnennne. 10,527 — — 10,527
439,185 206,948 — 232237
TOAl(€) v $2,035,878 $ 1,488,940 $314,701 $ 232,237
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Asset category:
Money-market investments..........ccceeerveeeveeesereennen.
Equity securities:

DomeStic(a) ..coouvvvveeeeeeeeeeieeeee e
International(b) ...........coooevvveeiiieiiiiiiieieeeeeeeeneeee,
Mutual funds:
Domestic(a) ....eveeeeeeeeeciiiieeee e
International(b) .........cccooveeeiiiiiiiiiiiieee e,

Debt securities:
COTPOTAte(C) weeeveereieeiiieeiiee ettt et
GOVEIMMENT ......uvveeieeeeeeeeiieieeeeeeeeereeeeeeeeeeeeareees
International ..............coooeevveiiiieeeiiiieee e
Mutual funds:
Domestic(d) .......ooovvvvviiiiiiiiiiiieeeeee,
International............cccccovveeiiiiiiiiiiiiiieee e,

Other:
Diversified mutual fund ..........c..cocociniiiinnnnne.
Real estate partnerships..........cccooeeeeiiiiniienneenne
Private equity / debt.........cccooeiiiiniiieie
Hedge funds........ccccvveeeiiiiiieeiieeeeeeeeee e
Guaranteed deposit fund..........ccoceevieeiienniennenen.

TOtAl(@) ..o

Fair Value Measurement of Plan Assets At December 31, 2018

Quoted Prices
in Active Significant  Significant
Markets Observable Unobservable
for Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In thousands)

$ 23,0498 10,794 $ 12,255 $ —
125,299 125,299 — —
191,640 191,640 — —
7,752 7,752 — —
216,523 216,523 — —
316,923 316,923 — —
858,137 858,137 — —
103,672 — 103,672 —
182,034 — 182,034 —
2,140 — 2,140 —
280,902 280,902 — —
20,661 20,661 — —
589,409 301,563 287,846 —
74,446 74,446 — —
11,807 2,791 — 9,016
63,699 — — 63,699
200,811 125,309 — 75,502
10,415 — — 10,415
361,178 202,546 — 158,632

$1,831,773 $

1,373,040 $300,101 $ 158,632

(a) This category is mainly comprised of equities of companies primarily within the small-cap, mid-
cap and large-cap sectors of the U.S. economy and range across diverse industries.

(b) This category is comprised of equities in companies primarily within the mid-cap and large-cap
sectors of international markets mainly in developed and emerging markets in Europe and the

Pacific Rim.

(c¢) This category represents investment grade bonds of U.S. issuers from diverse industries.

(d) Approximately 80% of the mutual funds were invested in investment grade bonds and 20% in
high-yielding bonds at December 31, 2019. Approximately 77% of the mutual funds were
invested in investment grade bonds and 23% in high-yielding bonds at December 31, 2018. The
holdings within the funds were spread across diverse industries.

(e) Excludes dividends and interest receivable totaling $2 million at each of December 31, 2019

and 2018.
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Pension plan assets included common stock of M&T with a fair value of $149 million (7% of
total plan assets) at December 31, 2019 and $125 million (7% of total plan assets) at December 31,
2018. No investment in securities of a non-U.S. Government or government agency issuer exceeded
ten percent of plan assets at December 31, 2019.

The changes in Level 3 pension plan assets measured at estimated fair value on a recurring basis
during the year ended December 31, 2019 were as follows:

Total
Realized/
Balance — Unrealized Balance —
January 1, Purchases Gains December 31,
2019 (Sales) (Losses) 2019
(In thousands)
Other
Real estate partnerships ...........coceevevverierierienieneeneene. $ 9016 $ 7,623 $ 1,327 $ 17,966
Private equity/debt.........coooeiiiiiiniiiiiiiieeieee 63,699 9,531 14,736 87,966
Hedge funds........coooeieiiiiiiiieeeeee 75,502 27,000 13,276 115,778
Guaranteed deposit fund..........c.cccceveeiieniiienieeen. 10,415 — 112 10,527
TOtal...ovviiieiiee e $ 158,632 $ 44,154 $ 29451 $ 232,237

The Company makes contributions to its funded qualified defined benefit pension plan as
required by government regulation or as deemed appropriate by management after considering
factors such as the fair value of plan assets, expected returns on such assets, and the present value of
benefit obligations of the plan. The Company made voluntary contributions of $200 million to the
qualified defined benefit pension plan in 2017. The Company did not make any contributions to the
plan in 2019 or 2018. The Company is not required to make contributions to the qualified defined
benefit plan in 2020, however, subject to the impact of actual events and circumstances that may
occur in 2020, the Company may make contributions, but the amount of any such contributions has
not been determined. The Company regularly funds the payment of benefit obligations for the
supplemental defined benefit pension and postretirement benefit plans because such plans do not
hold assets for investment. Payments made by the Company for supplemental pension benefits were
$10 million and $15 million in 2019 and 2018, respectively. Payments made by the Company for
postretirement benefits were $6 million and $7 million in 2019 and 2018, respectively. Payments for
supplemental pension and other postretirement benefits for 2020 are not expected to differ from those
made in 2019 by an amount that will be material to the Company’s consolidated financial position.

Estimated benefits expected to be paid in future years related to the Company’s defined benefit
pension and other postretirement benefits plans are as follows:

Other
Pension Postretirement
Benefits Benefits
(In thousands)
Year ending December 31:

2020 e $ 100,800 $ 6,622
2021 e e e e e e e et a e e e e e e e nnrrrraaeas 104,385 4,036
2022 e e e e e a e e e e e eaaaraaaas 107,368 3,972
202 e e e e e e e e e e aaaaaaas 111,990 3,904
2024 e e e e e 115,962 3,829
2025 through 2029 .......cooiiiiiieee e 619,663 17,919
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The Company has a retirement savings plan (“RSP”) that is a defined contribution plan in
which eligible employees of the Company may defer up to 50% of qualified compensation via
contributions to the plan. The Company makes an employer matching contribution in an amount
equal to 75% of an employee’s contribution, up to 4.5% of the employee’s qualified compensation.
Employees’ accounts, including employee contributions, employer matching contributions and
accumulated earnings thereon, are at all times fully vested and nonforfeitable. Employee benefits
expense resulting from the Company’s contributions to the RSP totaled $48 million, $43 million and
$38 million in 2019, 2018 and 2017, respectively.

13. Income taxes
The components of income tax expense were as follows:

Year Ended December 31
2019 2018 2017
(In thousands)
Current
F@ACTAL ..ottt ettt e e e $359,668 $408,428 $363,043
State AnNd LOCAL........uueeiiiiiieiiiiieeeeeeeeeeeeeeeeeeeeee e 132,696 113,706 94,714
TOtal CUITENL ..ottt 492,364 522,134 457,757
Deferred
FEderal ........oouiiiieiieeee ettt et 40,769  (12,780) 367,308
State And LOCAL.........uveeiiiiiiiiiiiieeeeeeeeeeee e 16,779 28,637 33,482
Total dEfEITEd ....vvvveiiieeeeeeeeeeeeeeeeeeeeeee e 57,548 15,857 400,790
Amortization of investments in qualified affordable housing projects ..... 68,200 52,169 57,009
Total income taxes applicable to pre-tax income .............ccceeveenneen. $618,112 $590,160 $915,556

The Company files a consolidated federal income tax return reflecting taxable income earned
by all domestic subsidiaries. In prior years, applicable federal tax law allowed certain financial
institutions the option of deducting as bad debt expense for tax purposes amounts in excess of actual
losses. In accordance with GAAP, such financial institutions were not required to provide deferred
income taxes on such excess. Recapture of the excess tax bad debt reserve established under the
previously allowed method will result in taxable income if M&T Bank fails to maintain bank status
as defined in the Internal Revenue Code or charges are made to the reserve for other than bad debt
losses. At December 31, 2019, M&T Bank’s tax bad debt reserve for which no federal income taxes
have been provided was $137 million. No actions are planned that would cause this reserve to
become wholly or partially taxable.

Income taxes attributable to gains or losses on bank investment securities were an expense of $5
million in 2019 and $7 million in 2017, and a benefit of $2 million in 2018. No alternative minimum
tax expense was recognized in 2017.

The Tax Cuts and Jobs Act (“Tax Act”) was signed into law on December 22, 2017, reducing
the corporate federal income tax rate from 35% to 21% effective January 1, 2018 and making other
changes to U.S. corporate income tax laws, including eliminating the alternative minimum tax as of
January 1, 2018. GAAP requires that the impact of the provisions of the Tax Act be accounted for in
the period of enactment. Accordingly, the incremental income tax expense recorded by the Company
in the fourth quarter of 2017 related to the Tax Act was $85 million. That additional expense was
largely attributable to the reduction in carrying value of net deferred tax assets reflecting lower future
tax benefits resulting from the lower corporate income tax rate. During 2018 the Company received
approval from the Internal Revenue Service to change the timing of recognition of certain loan fees
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retroactive to 2017. Given the reduction of the federal income tax rate, the change resulted in a $15
million reduction of income tax expense in 2018.

Total income taxes differed from the amount computed by applying the statutory federal
income tax rate to pre-tax income as follows:

Year Ended December 31
2019 2018 2017
(In thousands)
Income taxes at statutory federal income tax rate ............cccceevervenne. $534,925 $526,730 $813,352
Increase (decrease) in taxes:
Tax-eXemPt INCOME .....ceeveeeeriieeeieeeieeetieeeeeeeteeeseeeeeeeeeneeesneeens (27,319) (26,186) (40,778)
State and local income taxes, net of federal income tax effect.... 118,085 112,451 83,327
Qualified affordable housing project federal tax credits, net....... (15,324) (12,240) (16,015)
Initial impact of enactment of Tax Act......ccccoeceieiieinieiiiieeneen. — — 85,431
(11 4 1< RO 7,745 (10,595) (9,761)

$618,112 $590,160 $915,556

Deferred tax assets (liabilities) were comprised of the following at December 31:

2019 2018 2017
(In thousands)

Losses on loans and Other aSSEtS .......uvvivvvviviieieieiieiiiieiiiieieeeeeeeen, $ 309,523 $ 322,818 $ 345,609
Operating lease labilities .........cooceeriiiiiieeniiiiieeeieeeeeee 128,178 — —
Retirement DENEits ........oeevevuviiiieeieeeeee e 55,048 30,057 45,322
Postretirement and other employee benefits ............ccceeevvennnn. 24,023 23,563 26,009
Incentive and other compensation plans ........c.ccceceevveeevieeneeennee. 26,861 24,796 25,050
INtEreSt ON LOANS .ovvvveeeeeeeieeiiiiieeeee ettt eeeee e eeeeeees — — 37,900
Stock-based cOMPENSALION .......cccueeeriieeiiienieeeiieeeiee e 27,912 26,759 26,676
UNTEAIIZEA LOSSES ettt e e e e eeeeeeaaas — 52,580 —
Losses on cash flow hedges .........cccoeeeereiieeecieeeiieeeee e — 1,861 4,033
OUNET ... ettt 69,863 43,880 66,247

Gross deferred taX @SSELS ...vvvvvieiiireeieeeeeeeeeeeeeieeeeeeeeeeereaannns 641,408 526,314 576,846
Right of use assets and other leasing transactions...................... (326,626) (186,787) (181,159)
Unrealized aINS........eeeveeeeiieeeiieecieeeiee e eieeeee e e eeeeeeeee e (13,322) — (94,285)
Capitalized servicing rights..........ccocceevieriieenienienieneeeeeeee, (56,649) (54,894) (51,781)
Depreciation and amortization ...........cco.cceeeveeerieeniieenieenieeene (66,925) (61,881) (52,733)
Interest 0N I0ANS ......ccocvviiieiciiiee e (23,552) (18,920) —
Gains on cash flow hedges .........cccceveiieriireiiieeeeee e (36,845) — —
OUNET ..ttt e (40,472) (30,211) (25,632)

Gross deferred tax 1iabiliti€s...........coevvveeeerireeeeenneeeeeeveee e, (564,391) (352,693) (405,590)
Net deferred taAX @SS .eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens $ 77,017 $ 173,621 $ 171,256

The Company believes that it is more likely than not that the deferred tax assets will be realized
through taxable earnings or alternative tax strategies.

The income tax credits shown in the statement of income of M&T in note 25 arise principally
from operating losses before dividends from subsidiaries.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits follows:

Federal, Unrecognized
State and Accrued Income Tax
Local Tax Interest Benefits

(In thousands)

Gross unrecognized tax benefits at January 1, 2017..........cocueuvenee. $35880 $ 7,915 $ 43,804
Increases as a result of tax positions taken during 2017................ 13,019 — 13,019
Increases as a result of tax positions taken in prior years.............. — 1,379 1,379
Decreases as a result of settlements with taxing authorities......... (332) (168) (500)
Decreases as a result of tax positions taken in prior years............ (3,144)  (3,475) (6,619)

Gross unrecognized tax benefits at December 31, 2017 .................. 45,432 5,651 51,083
Increases as a result of tax positions taken during 2018............... 13,426 — 13,426
Increases as a result of tax positions taken in prior years............. — 1,969 1,969
Decreases as a result of settlements with taxing authorities......... (664) (289) (953)
Decreases as a result of tax positions taken in prior years............ (1,920) (702) (2,622)

Gross unrecognized tax benefits at December 31, 2018.................. 56,274 6,629 62,903
Increases as a result of tax positions taken during 2019............... 6,996 — 6,996
Increases as a result of tax positions taken in prior years............. 3,265 3,255 6,520
Decreases as a result of tax positions taken in prior years............ (7,566) (2,685) (10,251)

Gross unrecognized tax benefits at December 31, 2019.................. $ 58,969 $ 7,199 66,168

Less: Federal, state and local income tax benefits..........ccccuveee..... (13,208)

Net unrecognized tax benefits at December 31, 2019 that,
if recognized, would impact the effective income tax rate ........... $ 52,960

The Company’s policy is to recognize interest and penalties, if any, related to unrecognized tax
benefits in income taxes in the consolidated statement of income. The balance of accrued interest at
December 31, 2019 is included in the table above. The Company’s federal, state and local income tax
returns are routinely subject to examinations from various governmental taxing authorities. Such
examinations may result in challenges to the tax return treatment applied by the Company to specific
transactions. Management believes that the assumptions and judgment used to record tax-related
assets or liabilities have been appropriate. Should determinations rendered by tax authorities
ultimately indicate that management’s assumptions were inappropriate, the result and adjustments
required could have a material effect on the Company’s results of operations. Examinations by the
Internal Revenue Service of the Company’s federal income tax returns have been largely concluded
through 2018, although under statute the income tax returns from 2016 through 2018 could be
adjusted. The Company also files income tax returns in over forty states and numerous local
jurisdictions. Substantially all material state and local matters have been concluded for years through
2013. It is not reasonably possible to estimate when examinations for any subsequent years will be
completed.
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14. Earnings per common share
The computations of basic earnings per common share follow:
Year Ended December 31
2019 2018 2017
(In thousands, except per share)

Income available to common shareholders:

INEEINCOIME .uviiiiieiieceiecctie ettt ettt ebe e teeere e e teeeaeesteeeareeeaeeeanes $1,929,149 $1,918,080 $1,408,306
Less: Preferred stock dividends(@) .........coovvvveeeeeeiiueeeeeeeeireeeeeeiireeeeeenns (69,441) (72,521) (72,734)
Net income available to COMMON EQUILY .....cccereerveriererienenienierieieens 1,859,708 1,845,559 1,335,572
Less: Income attributable to unvested stock-based
COMPENSALION AWATAS ..veevvreririeriieeieeriieeieenieeeteesteeteesaesreenseeeseenseens (10,199) (9,531) (8,069)
Net income available to common shareholders ........ccccovvvvevevieiiieeeeeieinennnn. $1,849,509 $1,836,028 $1,327,503

Weighted-average shares outstanding:
Common shares outstanding (including common stock

issuable) and unvested stock-based compensation awards ................. 135,169 144,740 153,092
Less: Unvested stock-based compensation awards ...........c..ceceerervennens (741) (748) (933)

Weighted-average shares outstanding...........ccoccecveveeviereenenienenienenieniens 134,428 143,992 152,159

Basic earnings per COMMON SNATE.............c.oevrveveveueriererereeseeeeeeeeeeeeeeeeeaeesaeaas $ 1376 $ 1275 § 8.72

(a) Including impact of not as yet declared cumulative dividends.

The computations of diluted earnings per common share follow:
Year Ended December 31
2019 2018 2017
(In thousands, except per share)

Net income available t0 COMMON EQUILY .......ooveveveviereeereereieereeeeeeeeeeeeeeaenas $1,859,708 $1,845,559 $1,335,572
Less: Income attributable to unvested stock-based
COMPENSALION AWALAS ..c..eeuiiiieiiriieiiiieneet ettt (10,197) (9,524) (8,055)
Net income available to common shareholders ............ooveeeeeeeeeeeeeeeeeeeenn. $1,849,511 $1,836,035 $1,327,517
Adjusted weighted-average shares outstanding:
Common and unvested stock-based compensation awards.................... 135,169 144,740 153,092
Less: Unvested stock-based compensation awards...........c.cceceerueeeennnns (741) (748) (933)

Plus: Incremental shares from assumed conversion of
stock-based compensation awards and warrants to

purchase common SOCK .........ccouerieriiriiinieieniee sttt 34 159 392
Adjusted weighted-average shares outstanding ...........c.cceeceveerenieneniennenns 134,462 144,151 152,551
Diluted earnings per COMMON SHATE .........cceeveveieririeririeerieieieeeseseeseeeseneens $ 1375 % 1274 $ 8.70

GAAP defines unvested share-based awards that contain nonforfeitable rights to dividends or
dividend equivalents (whether paid or unpaid) as participating securities that shall be included in the
computation of earnings per common share pursuant to the two-class method. The Company has
issued stock-based compensation awards in the form of restricted stock and restricted stock units,
which, in accordance with GAAP, are considered participating securities.

Stock-based compensation awards and warrants to purchase common stock of M&T
representing common shares of 238,000 in 2019, 194,000 in 2018 and 401,000 in 2017 were not
included in the computations of diluted earnings per common share because the effect on those years
would have been antidilutive.
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15. Comprehensive income

In February 2018, the FASB issued accounting guidance related to reclassification of certain tax
effects from AOCI so that following enactment of the Tax Act the tax effects of items within AOCI
reflect the appropriate tax. The guidance provided for a reclassification from AOCI to retained
earnings for the effect of remeasuring deferred tax assets and liabilities related to items within AOCI
at the 21 percent corporate tax rate established by the Tax Act. The impact of that reclassification
was an increase in retained earnings as of December 31, 2017 resulting from items remaining in
AOCT as of that date as follows:

(In thousands)
Net unrealized 10SS€S ON INVESIMENT SECUTTLIES ..uvuuuvnnreeeeeiiireiieeeeeeeereerereeeeeeeeerssranenes $ 8,065
Defined benefit plans liability adjustments ............cccceeeiieriiiiiiiiiie e 53,960
Cash flow hedges and OtheT............coooiiiiiieiiiee et 2,004
Increase to retained EAININGES ......ccverveerieiriierieeieeieeeit ettt ettt st et sbe e st eateebeeneeesaees $ 64,029
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The following tables display the components of other comprehensive income (loss) and
amounts reclassified from accumulated other comprehensive income (loss) to net income:

Investment
Securities (a)

Defined
Benefit

Plans Other

Total

Amount
Before Tax

Income

Tax Net

(In thousands)

Balance — January 1, 2019 ......ccccviviinneiincicinnecenecceecenes $ (200,107) (354,502) (14,719) $ (569,328) 149,247 $(420,081)
Other comprehensive income before reclassifications:
Unrealized holding gains, Net ..........cccocoevevevineniiininiecineneeeene 247411 — — 247411 (65,009) 182,402
Foreign currency translation adjustment.............cccecevveeerercnenenne — — 1,381 1,381 (290) 1,091
Unrealized gains on cash flow hedges.... — — 160,373 160,373 (42,163) 118,210
Current year benefit plans losses ..... —  (126,618) —  (126,618) 33,287 (93,331)
Total other comprehensive income (loss) before
TECIASSIICAIONS ...ttt 247411 (126,618) 161,754 282,547 (74,175) _ 208,372
Amounts reclassified from accumulated other
comprehensive income that (increase) decrease net
income:
Amortization of unrealized holding losses on
held-to-maturity (“HTM”) SECUTItIES .....cevververerrenreieerienenenne 3,394 — — 3,394 (¢) (892) 2,502
Losses realized in net income 3 — — 3 () (1) 2
Accretion of net gain on terminated cash flow
REAZES vttt — — (136) (136) (e) 36 (100)
Net yield adjustment from cash flow hedges
currently in effect.........oevvevvineiinineciccecceeee — —  (13,011) (13,011)(c) 3,421 (9,590)
Amortization of prior service credit. — (4,173) — 4,173) () 1,097 (3,076)
Amortization of actuarial losses....... — 20,745 — 20,745 (f) (5,454) 15,291
Total other comprehensive income (108S) .....c..ccceevveirererieeneneenes 250,808 (110,046) 148,607 289,369 (75,968) 213,401

Balance — December 31, 2019 ....c..ccovveieirinieieieieceeecee e $ 50,701 (464,548) 133,888 $ (279,959) 73,279 $(206,680)
Balance — January 1, 2018 ......ccccooieuiininieiiieieineceseeeeeeeen $ (59,957) (413,168) (20,165) $ (493,290) 129,476 $(363,814)
Cumulative effect of change in accounting principle —
EQUILY SECUTTHES (@) .euvemvverreienreniereiereienteeeieeiesree ettt saenenene (22,795) — — (22,795) 5,942 (16,853)
Other comprehensive income before reclassifications:
Unrealized holding 10SS€S, NEL ......c..ccoverueieininieieriieieenceeene (121,589) — —  (121,589) 31,946 (89,643)
Foreign currency translation adjustment. — — (2,817) 2,817) 592 (2,225)
Unrealized losses on cash flow hedges... — —  (4,965) (4,965) 1,306 (3,659)
Current year benefit plans gains ...........coceeeveverveeneneniniencneenne — 19,871 — 19,871 (5,224) 14,647
Total other comprehensive income (loss) before
TECIASSIICAIONS ...ttt (121,589) 19,871 _ (7,782) (109,500) 28,620 (80,880)
Amounts reclassified from accumulated other
comprehensive income that (increase) decrease net
income:
Amortization of unrealized holding losses on
HTM securities.............. 4,252 — — 4,252 (¢) (1,118) 3,134
Gains realized in NEt INCOME......ccvevvieeerierieeienieeieienieeeeeaeseeennens (18) — — (18)(d) 4 (14)
Accretion of net gain on terminated cash flow
REAZES .ttt — — (111) (111)(e) 29 (82)
Net yield adjustment from cash flow hedges
currently in effect........ccoevevirinieiininencecccee — — 13,339 13,339 (¢) (3,507) 9,832
Amortization of prior service credit. — 4,172) — 4,172) () 1,097 (3,075)
Amortization of actuarial 10SS€S........ccueveevvreeivrieeeieeeeeieeeeereeenn — 42967 — 42,967 (f) (11,296) 31,671
Total other comprehensive income (108S) .....c..eceeevveirerenieereneenen (117,355) 58,666 5,446 (53,243) 13,829 (39,414)

Balance — December 31, 2018 .....cvvoviiveiieeieeieeeeeeeeeeee e $

(200,107) (354,502) (14,719) $ (569,328)

149,247 $(420,081)
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Defined Total

Investment Securities Benefit Amount Income
With OTTI (b)  All Other Plans Other Before Tax Tax Net
(In thousands)
Balance — January 1, 2017 ..cc.ccooeveiiinincicnceees $ 46,725 (73,785) (449,917) (8,268) $ (485,245) 190,609 $(294,636)
Other comprehensive income before
reclassifications:
Unrealized holding losses, net ..........c.ccceeevereennne. (8,746) (6,259) — — (15,005) 7,269 (7,736)
Foreign currency translation adjustment................ — — — 4,447 4,447 (2,206) 2,241
Unrealized losses on cash flow hedges.................. — — — (12,291)  (12,291) 4,837 (7,454)
Current year benefit plans gains...........cccccceeveeneeee. — — 9,276 — 9,276 (3,650) 5,626
Total other comprehensive income (loss)
before reclassifications...........cocvevereeerereneeenenenns (8,746) (6,259) 9,276 (7,844)  (13,573) 6,250 (7,323)
Amounts reclassified from accumulated
other comprehensive income that
(increase) decrease net income:
Amortization of unrealized holding
losses on HTM Securities ..........covuvveevveeeeiveeeennns — 3,387 — — 3,387 (¢) (1,333) 2,054
Gains realized in net iNCOME.........cccocevveveerreneencnne. (18,351) (2,928) — — (21,279)(d) 7,195 (14,084)
Accretion of net gain on terminated cash
flow hedges .....ceeverveiririiieineniceeereeeseceee — — — (137) (137) (e) 54 (83)
Net yield adjustment from cash flow
hedges currently in effect.........cccoceeeeevencnncnnnne. — — —  (3,916) (3,916)(c) 1,541 (2,375)
Amortization of prior service credit..........c..oen..... — — (802) — (802) () 315 (487)
Amortization of actuarial 10SS€S.........cccouveveeveeeenn. — — 28,275 — 28,275 (f) (11,126) 17,149
Total other comprehensive income (10SS) ........c.cccuuee... (27,097) (5,800) 36,749 (11,897) (8,045) 2,896 (5,149)
Reclassification of income tax effects to
retained Earnings ........coeeeeerverierereniereneneeieeneneeneenes — — — — — (64,029)  (64,029)
Balance — December 31, 2017 ....ccevvevveneeiecnieienenne. $ 19,628 (79,585) (413,168) (20,165) $ (493,290) 129,476 $(363,814)

(a) Beginning January 1, 2018, equity securities with readily determinable market values are required to be
measured at fair value with changes in fair value recognized in the income statement. Prior to that date, such
changes in fair value were reflected in other comprehensive income. Separate presentation of investment
securities with an other-than-temporary impairment change is no longer required.

(b) Other-than-temporary impairment.

(¢) Included in interest income.

(d) Included in gain (loss) on bank investment securities.

(e) Included in interest expense.

(f) Included in other costs of operations.

Accumulated other comprehensive income (loss), net consisted of the following:

Defined
Investment Benefit
Securities Plans Other Total

(In thousands)

Balance at January 1, 2017 $ (16,319) $ (272,874) $ (5443) $ (294,636)

Net gain (loss) during 2017 (19,766) 22,288 (7.671) (5,149)
Reclassification of income tax effects

to retained earnings (8,065) (53,960) (2,004) (64,029)
Balance at December 31, 2017 .. (44,150) (304,546) (15,118) (363,814)
Cumulative effect of change in accounting

principle — equity SECUTIties ........ceeveervereerieeieneeeieeennes (16,853) — — (16,853)
Net gain (loss) during 2018 ........ccoeoevieieeienieieeeeeene (86,523) 43,243 3,866 (39.414)
Balance at December 31, 2018 .........ccoeeveieeiniieeeeerieeeen, (147,526) (261,303) (11,252) (420,081)
Net gain (loss) during 2019 ........cocceeviiiiiiniiniiinieeeeen 184,906 (81,116) 109,611 213,401
Balance at December 31, 2019 ......cccovveeeieiiiniieceerieeee, $ 37,380  $ (342.419) $ 98359 $ (206,680)
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16. Other income and other expense

The following items, which exceeded 1% of total interest income and other income in the respective
period, were included in either “other revenues from operations” or “other costs of operations” in the
consolidated statement of income:

Year Ended December 31
2019 2018 2017
(In thousands)

Other income:

Credit-related fEE INCOME ...c.ve et ee e et e e e et eeeeeeeeaeeaean $ 86,792 $ 82,614 $ 77,580
Other expense:

ProfesSSional SEIVICES .......cciviuuiieiiiieiiieiee ettt e e e e e e s esaaaeeeeeenn 330,900 312,998 289,862

Accrual for Wilmington Trust Corporation legal-related matters ..................... 135,000

Amortization of capitalized mortgage servicing rights..........ccceceeveereeneercenennne. 71,888

17. International activities

The Company engages in limited international activities including certain trust-related services in
Europe, collecting Eurodollar deposits, engaging in foreign currency transactions associated with
customer activity, providing credit to support the international activities of domestic companies and
holding certain loans to foreign borrowers. Assets and revenues associated with international
activities represent less than 1% of the Company’s consolidated assets and revenues. International
assets included $186 million and $172 million of loans to foreign borrowers at December 31, 2019
and 2018, respectively. Deposits at M&T Bank’s Cayman Islands office were $1.68 billion and $812
million at December 31, 2019 and 2018, respectively. The Company uses such deposits to facilitate
customer demand and as an alternative to short-term borrowings when the costs of such deposits
seem reasonable. Deposits at M&T Bank’s office in Ontario, Canada were $23 million at
December 31, 2019 and $22 million at December 31, 2018. Revenues from providing international
trust-related services were approximately $32 million in 2019, $29 million in 2018 and $24 million
in 2017.

18. Derivative financial instruments
As part of managing interest rate risk, the Company enters into interest rate swap agreements to
modify the repricing characteristics of certain portions of the Company’s portfolios of earning assets
and interest-bearing liabilities. The Company designates interest rate swap agreements utilized in the
management of interest rate risk as either fair value hedges or cash flow hedges. Interest rate swap
agreements are generally entered into with counterparties that meet established credit standards and
most contain master netting, collateral and/or settlement provisions protecting the at-risk party.
Based on adherence to the Company’s credit standards and the presence of the netting, collateral or
settlement provisions, the Company believes that the credit risk inherent in these contracts was not
material as of December 31, 2019.

The net effect of interest rate swap agreements was to decrease net interest income by $2
million in 2019 and $25 million in 2018, and to increase net interest income by $25 million in 2017.
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Information about interest rate swap agreements entered into for interest rate risk management
purposes summarized by type of financial instrument the swap agreements were intended to hedge
follows:

Weighted- Estimated
Notional Average Average Rate Fair Value
Amount Maturity Fixed Variable Gain (Loss) (a)
(In thousands)  (In years) (In thousands)
December 31, 2019
Fair value hedges:
Fixed rate long-term borrowings (b) ............. $ 3,800,000 2.2 2.51% 227% $ (567)
Cash flow hedges:
Interest payments on variable rate
commercial real estate loans (b)(c)............ 53,750,000 1.4 2.44% 1.73% (1,195)
TOtal...oeeieeiieieeeee e $57,550,000 1.5 $ (1,762)
December 31, 2018
Fair value hedges:
Fixed rate long-term borrowings (b) ............. $ 4,450,000 2.8 2.47% 3.02% $ 4,219
Cash flow hedges:
Interest payments on variable rate
commercial real estate loans (b)(d)............ 15,400,000 1.3 1.52% 2.35% 1,311
TOtal...oeeeeeeeiieceeeee e $19,850,000 1.7 $ 5,530

(a) Certain clearinghouse exchange rules provide that required payments by counterparties for variation margin
are treated as settlements of those positions. The impact of such settlements at December 31, 2019 was a
reduction of estimated fair value gains on interest rate swap agreements designated as fair value hedges of
$45.1 million and cash flow hedges of $140.7 million. The impact of such settlements at December 31, 2018
was a reduction of estimated fair value losses on agreements designated as fair value hedges of $54.7 million
and cash flow hedges of $9.1 million.

(b) Under the terms of these agreements, the Company receives settlement amounts at a fixed rate and pays at a
variable rate.

(¢) Includes notional amount and terms of $40.4 billion of forward-starting interest rate swap agreements that will
become effective in 2020-2022.

(d) Includes notional amount and terms of $12.6 billion of forward-starting interest rate swap agreements.

The notional amount of interest rate swap agreements entered into for risk management
purposes that were outstanding at December 31, 2019 mature as follows:

(In thousands)
Year ending December 31:

2020 ettt sttt et a et e ae et eae e a e ae e sa e ens e sae et s he e b e bt e b e san b e eanenneeae $12,200,000
20271 e ettt ettt a et eae e a e ae e sh e s et s a et e he b e she et e sae et ebeenneeae 28,350,000
2022 ettt e a et a et at et eat e ea e ae e sa e st a et e bt e b e sht et e sae et e eteeteeae 16,000,000
2023 ettt st h et h et e h e bt e aeeeh e st sh e ae e she et s bt et esbe et e sue et e ebeenteeae 500,000
2027 ettt ettt ettt a et eat e a e e ae e sh e st bt et s b et e s bt et e sae e b e sba et e eae 500,000

$57,550,000

The Company utilizes commitments to sell residential and commercial real estate loans to hedge the
exposure to changes in the fair value of real estate loans held for sale. Such commitments have generally
been designated as fair value hedges. The Company also utilizes commitments to sell real estate loans to
offset the exposure to changes in fair value of certain commitments to originate real estate loans for sale.
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Derivative financial instruments used for trading account purposes included interest rate
contracts, foreign exchange and other option contracts, foreign exchange forward and spot contracts,
and financial futures. Interest rate contracts entered into for trading account purposes had notional
values of $48.6 billion and $42.9 billion at December 31, 2019 and 2018, respectively. The notional
amounts of foreign currency and other option and futures contracts entered into for trading account
purposes aggregated $1.2 billion and $763 million at December 31, 2019 and 2018, respectively.

Information about the fair values of derivative instruments in the Company’s consolidated
balance sheet and consolidated statement of income follows:

Asset Derivatives Liability Derivatives
Fair Value Fair Value
December 31 December 31
2019 2018 2019 2018
(In thousands)
Derivatives designated and qualifying as hedging instruments
Interest rate SWap AZTEEMENLS (2)....vuvrrvereesrrreieiseesisessesesseesesssenes $ 232 $ 5530 $ 1994 $ —
Commitments to sell real estate 1oans () .........cccccooeiiciiiiiiiiiniicns 1,195 1,090 421 6,434
1,427 6,620 2,415 6,434
Derivatives not designated and qualifying as hedging instruments
Mortgage-related commitments to originate real estate loans
FOT SALE () vttt ettt et ee et e e eenan 11,965 9,304 1,225 1,592
Commitments to sell real estate 10ans (a) .........ccceeeevveeevreeeireeeereeeireeereeens 3,074 3,702 3,548 4,535
Trading:
Interest rate CONtracts (D) .....cooveeeiiieiiiieiiieeiieee et 398,295 118,687 68,103 169,255
Foreign exchange and other option and futures contracts (b) 12,506 10,549 11,800 8,870
425,840 142,242 84,676 184,252
TOAl AETIVALIVES ...vevveveereieereiseescesetee et st ss e sse s s s s ssssen $427,267 $148,862 $ 87,091 $ 190,686

(a) Asset derivatives are reported in other assets and liability derivatives are reported in other liabilities.

(b)  Asset derivatives are reported in trading account assets and liability derivatives are reported in other
liabilities. The impact of variation margin settlement payments at December 31, 2019 and December 31, 2018
was a reduction of the estimated fair value of interest rate contracts in the trading account in an asset position
of $43.3 million and $170.7 million, respectively, and in a liability position of $281.3 million and $49.7
million, respectively.
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Amount of Gain (Loss) Recognized

Year Ended Year Ended Year Ended
December 31, 2019 December 31, 2018 December 31, 2017
Hedged Hedged Hedged
Derivative Item Derivative Item Derivative Item
(In thousands)
Derivatives in fair value
hedging relationships
Interest rate swap agreements:
Fixed rate long-term borrowings (a).............. $ 95,006 (94,742) $(10,006) 10,969 $(52,392) 51,628
Derivatives not designated as
hedging instruments
Trading:
Interest rate contracts (b) .......cccceevvevvvevveenn.. $ 24,701 $ 4,506 $ 5,398
Foreign exchange and other option and
futures contracts (b) ........ccceeeeeeveeeeveeeennennn. 8,511 9,416 6,821
1 0] 1 SR $ 33,212 $ 13,922 $ 12,219

(a)  Effective January 1, 2018, reported as an adjustment to interest expense. Prior to 2018, reported as other
revenues from operations.
(b)  Reported as trading account and foreign exchange gains.

Cumulative Amount of
Fair Value Hedging
Adjustment Increasing
(Decreasing) the Carrying

Carrying Amount of the Amount of the
Hedged Item Hedged Item
December 31 December 31
2019 2018 2019 2018
(In thousands)
Location in the Consolidated Balance Sheet
of the Hedged Items in Fair Value Hedges
Long-term debt ........cccoeveiiiiiniiiiiieieieeeecee e $3,840,775 $4,394,109 $ 43,640 $(51,102)

The amount of gain (loss) recognized in the consolidated statement of income associated with
derivatives designated as cash flow hedges was not material.

The Company also has commitments to sell and commitments to originate residential and
commercial real estate loans that are considered derivatives. The Company designates certain of the
commitments to sell real estate loans as fair value hedges of real estate loans held for sale. The
Company also utilizes commitments to sell real estate loans to offset the exposure to changes in the
fair value of certain commitments to originate real estate loans for sale. As a result of these activities,
net unrealized pre-tax gains related to hedged loans held for sale, commitments to originate loans for
sale and commitments to sell loans were approximately $18 million at each of December 31, 2019
and 2018. Changes in unrealized gains and losses are included in mortgage banking revenues and, in
general, are realized in subsequent periods as the related loans are sold and commitments satisfied.

The Company does not offset derivative asset and liability positions in its consolidated financial
statements. The Company’s exposure to credit risk by entering into derivative contracts is mitigated
through master netting agreements and collateral posting or settlement requirements. Master netting
agreements covering interest rate and foreign exchange contracts with the same party include a right
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to set-off that becomes enforceable in the event of default, early termination or under other specific
conditions.

The aggregate fair value of derivative financial instruments in a liability position, which are
subject to enforceable master netting arrangements, was $51 million and $21 million at
December 31, 2019 and 2018, respectively, for which the Company was required to post collateral
relating to those positions of $50 million and $18 million at December 31, 2019 and 2018,
respectively. Certain of the Company’s derivative financial instruments contain provisions that
require the Company to maintain specific credit ratings from credit rating agencies to avoid higher
collateral posting requirements. If the Company’s debt ratings were to fall below specified ratings,
the counterparties of the derivative financial instruments could demand immediate incremental
collateralization on those instruments in a net liability position. The aggregate fair value of all
derivative financial instruments with such credit risk-related contingent features in a net liability
position on December 31, 2019 was not significant. If the credit risk-related contingent features had
been triggered on December 31, 2019, the Company would not have been required to post any
additional collateral with counterparties.

The aggregate fair value of derivative financial instruments in an asset position, which are
subject to enforceable master netting arrangements, was $6 million and $18 million at December 31,
2019 and 2018, respectively. Counterparties posted collateral relating to those positions of $5 million
and $16 million at December 31, 2019 and 2018, respectively. Trading account interest rate swap
agreements entered into with customers are subject to the Company’s credit risk standards and often
contain collateral provisions.

In addition to the derivative contracts noted above, the Company clears certain derivative
transactions through a clearinghouse, rather than directly with counterparties. Those transactions
cleared through a clearinghouse require initial margin collateral and variation margin payments
depending on the contracts being in a net asset or liability position. The amount of initial margin
collateral posted by the Company was $84 million and $65 million at December 31, 2019 and 2018,
respectively. The fair value asset and liability amounts of derivative contracts have been reduced by
variation margin payments treated as settlements as described herein. Variation margin on derivative
contracts not treated as settlements continues to represent collateral posted or received by the
Company.

19. Variable interest entities

The Company’s securitization activity has consisted of securitizing loans originated for sale into
government issued or guaranteed mortgage-backed securities. The amounts of those securitizations in
2019, 2018 and 2017 are presented in the Company’s consolidated statement of cash flows. The
Company has not recognized any losses as a result of having securitized assets.

As described in note 8, M&T has issued junior subordinated debentures payable to various
trusts that have issued Capital Securities. M&T owns the common securities of those trust entities.
The Company is not considered to be the primary beneficiary of those entities and, accordingly, the
trusts are not included in the Company’s consolidated financial statements. At each of December 31,
2019 and 2018, the Company included the junior subordinated debentures as “long-term borrowings”
in its consolidated balance sheet and recognized $23 million in other assets for its “investment” in the
common securities of the trusts that will be concomitantly repaid to M&T by the respective trust
from the proceeds of M&T’s repayment of the junior subordinated debentures associated with
preferred capital securities described in note 8.

The Company has invested as a limited partner in various partnerships that collectively had total
assets of approximately $1.5 billion at of December 31, 2019 and $1.1 billion at December 31, 2018.
Those partnerships generally construct or acquire properties for which the investing partners are
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eligible to receive certain federal income tax credits in accordance with government guidelines. Such
investments may also provide tax deductible losses to the partners. The partnership investments also
assist the Company in achieving its community reinvestment initiatives. As a limited partner, there is
no recourse to the Company by creditors of the partnerships. However, the tax credits that result from
the Company’s investments in such partnerships are generally subject to recapture should a
partnership fail to comply with the respective government regulations. The Company’s carrying
amount of its investments in such partnerships was $748 million, including $414 million of unfunded
commitments, at December 31, 2019 and $523 million, including $280 million of unfunded
commitments, at December 31, 2018. Contingent commitments to provide additional capital
contributions to these partnerships were not material at December 31, 2019. The Company has not
provided financial or other support to the partnerships that was not contractually required. The
Company’s maximum exposure to loss from its investments in such partnerships as of December 31,
2019 was $984 million, including possible recapture of certain tax credits. Management currently
estimates that no material losses are probable as a result of the Company’s involvement with such
entities. The Company, in its position as limited partner, does not direct the activities that most
significantly impact the economic performance of the partnerships and, therefore, in accordance with
the accounting provisions for variable interest entities, the partnership entities are not included in the
Company’s consolidated financial statements. The Company’s investment in qualified affordable
housing projects is amortized to income taxes in the consolidated statement of income as tax credits
and other tax benefits resulting from deductible losses associated with the projects are received.

The Company serves as investment advisor for certain registered money-market funds. The
Company has no explicit arrangement to provide support to those funds, but may waive portions of
its allowable management fees as a result of market conditions.

20. Fair value measurements
GAAP permits an entity to choose to measure eligible financial instruments and other items at fair
value. The Company has not made any fair value elections at December 31, 2019.

Pursuant to GAAP, fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement
date. A three-level hierarchy exists in GAAP for fair value measurements based upon the inputs to
the valuation of an asset or liability.

e Level 1 — Valuation is based on quoted prices in active markets for identical assets and

liabilities.

e Level 2— Valuation is determined from quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar instruments in markets that are not
active or by model-based techniques in which all significant inputs are observable in the
market.

e Level 3 — Valuation is derived from model-based and other techniques in which at least
one significant input is unobservable and which may be based on the Company’s own
estimates about the assumptions that market participants would use to value the asset or
liability.

When available, the Company attempts to use quoted market prices in active markets to
determine fair value and classifies such items as Level 1 or Level 2. If quoted market prices in active
markets are not available, fair value is often determined using model-based techniques incorporating
various assumptions including interest rates, prepayment speeds and credit losses. Assets and
liabilities valued using model-based techniques are classified as either Level 2 or Level 3, depending
on the lowest level classification of an input that is considered significant to the overall valuation.
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The following is a description of the valuation methodologies used for the Company’s assets and
liabilities that are measured on a recurring basis at estimated fair value.

Trading account assets and liabilities

Trading account assets and liabilities include interest rate contracts and foreign exchange contracts
with customers who require such services with offsetting positions with third parties to minimize the
Company’s risk with respect to such transactions. The Company generally determines the fair value
of its derivative trading account assets and liabilities using externally developed pricing models
based on market observable inputs and, therefore, classifies such valuations as Level 2. Mutual funds
held in connection with deferred compensation and other arrangements have been classified as Level
1 valuations. Valuations of investments in municipal and other bonds can generally be obtained
through reference to quoted prices in less active markets for the same or similar securities or through
model-based techniques in which all significant inputs are observable and, therefore, such valuations
have been classified as Level 2.

Investment securities available for sale and equity securities

The majority of the Company’s available-for-sale investment securities have been valued by
reference to prices for similar securities or through model-based techniques in which all significant
inputs are observable and, therefore, such valuations have been classified as Level 2. Certain
investments in mutual funds and equity securities are actively traded and, therefore, have been
classified as Level 1 valuations.

Real estate loans held for sale

The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in fair
value of real estate loans held for sale. The carrying value of hedged real estate loans held for sale
includes changes in estimated fair value during the hedge period. Typically, the Company attempts to
hedge real estate loans held for sale from the date of close through the sale date. The fair value of
hedged real estate loans held for sale is generally calculated by reference to quoted prices in
secondary markets for commitments to sell real estate loans with similar characteristics and,
accordingly, such loans have been classified as a Level 2 valuation.

Commitments to originate real estate loans for sale and commitments to sell real estate loans

The Company enters into various commitments to originate real estate loans for sale and
commitments to sell real estate loans. Such commitments are considered to be derivative financial
instruments and, therefore, are carried at estimated fair value on the consolidated balance sheet. The
estimated fair values of such commitments were generally calculated by reference to quoted prices in
secondary markets for commitments to sell real estate loans to certain government-sponsored entities
and other parties. The fair valuations of commitments to sell real estate loans generally result in a
Level 2 classification. The estimated fair value of commitments to originate real estate loans for sale
is adjusted to reflect the Company’s anticipated commitment expirations. The estimated commitment
expirations are considered significant unobservable inputs contributing to the Level 3 classification
of commitments to originate real estate loans for sale. Significant unobservable inputs used in the
determination of estimated fair value of commitments to originate real estate loans for sale are
included in the accompanying table of significant unobservable inputs to Level 3 measurements.

Interest rate swap agreements used for interest rate risk management

The Company utilizes interest rate swap agreements as part of the management of interest rate risk to
modify the repricing characteristics of certain portions of its portfolios of earning assets and interest-
bearing liabilities. The Company generally determines the fair value of its interest rate swap
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agreements using externally developed pricing models based on market observable inputs and,
therefore, classifies such valuations as Level 2. The Company has considered counterparty credit risk
in the valuation of its interest rate swap agreement assets and has considered its own credit risk in the
valuation of its interest rate swap agreement liabilities.

The following tables present assets and liabilities at December 31, 2019 and 2018 measured at
estimated fair value on a recurring basis:

Fair Value
Measurements Level 1 (a) Level 2 (a) Level 3
(In thousands)

December 31, 2019
Trading acCOUNt ASSELS........vovveerrrrnerrnennnenens $ 470,129 $ 49,040 $ 421,089 $ —
Investment securities available for sale:
U.S. Treasury and federal agencies.................... 9,767 — 9,767 —
Obligations of states and political
SUDAIVISIONS.....oeieiiieeciiieeeiiee et 775 — 775 —
Mortgage-backed securities:
Government issued or guaranteed ................ 6,180,940 — 6,180,940 —
Privately issued.......ccccoeereeniriieneniencnienen. 16 — — 16
Other debt SECUTIIES. .. ..uuueeeeeeeeeeieeeeeeeeeeeeeeenn. 127,278 — 127,278 —
6,318,776 — 6,318,760 16
Equity SECUTILIES ....eeveveeieriieieciieieeeeieeiee e 140,041 100,637 39,404 —
Real estate loans held for sale ..........ccocovvveeeivinneeeen. 442,079 — 442,079 —
Other assets (D) .....oeeeuvieeeiieeeiee e 16,466 — 4,501 11,965
TOLAl ASSELS +neveeeeeeeeeee e eeee e eeeee e e eeee e $ 7387491 $ 149,677 $ 7,225,833 $ 11,981
Trading account liabilities ............cccoeveveveeeeernerenee. $ 79,903 $ — $ 79903 $ —
Other liabilities (D) ......cooeveieiiiiieeiieeiee e 7,188 — 5,963 1,225
Total [abilities ........c.cccevvveeeieiieeiieeeciee e, $ 87,091 $ — $ 85,866 $ 1,225
December 31, 2018
Trading accoOUNt ASSEtS........ccveeeerererirrerierrerreriereeneas $ 185,584 $ 46,018 $ 139,566 $ —
Investment securities available for sale:
U.S. Treasury and federal agencies.................... 1,336,931 — 1,336,931 —
Obligations of states and political
SUDAIVISIONS.....cooeeieciriiiieieieiieeeeeeeeeeee e 1,659 — 1,659 —
Mortgage-backed securities:
Government issued or guaranteed ................ 7,216,991 — 7,216,991 —
Privately issued.......ccccevvieeviienieniicniieeene, 22 — — 22
Other debt SECUTItIES.......uvvverrrrieiieiiiiieieeeeeeeeeen, 126,906 — 126,906 —
8,682,509 — 8,682,487 22
EQUIty SECUTIIES ....ovvveeerieiienieeiie e 93,917 71,989 21,928 —
Real estate loans held for sale ........cccceevvvvvevvvenenenns 551,697 — 551,697 —
Other assets (D) .....ocevvvieeeiieeiiieeeeiee e 19,626 — 10,322 9,304
Total aSSELS....ceevriieiiieeciiie e $ 9,533,333 $ 118,007 $ 9,406,000 $ 9,326
Trading account liabilities .........c..cecvvvecrrrerereeerenenn. $ 178,125 $ — $ 178,125 $ —
Other liabilities (D) ......ooovvieeeiiiieeceeeeee e, 12,561 — 10,969 1,592
Total HADIlIties «...vveeveeeeeeeeeeeeeeeeee e e $ 190,686 $ — $ 189,094 $ 1,592

(a) There were no significant transfers between Level 1 and Level 2 of the fair value hierarchy during the years ended December 31,
2019 and 2018.

(b) Comprised predominantly of interest rate swap agreements used for interest rate risk management (Level 2), commitments to sell
real estate loans (Level 2) and commitments to originate real estate loans to be held for sale (Level 3).
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The changes in Level 3 assets and liabilities measured at estimated fair value on a recurring

basis during the years ended December 31, 2019, 2018 and 2017 were as follows:

Investment
Securities
Available for Sale
Privately Issued
Mortgage- Other Assets and
Backed Securities Other Liabilities
(In thousands)
2019
Balance — January 1, 2019 ....ccoooiiiieieiieeseeeteeeee e $ 22 $ 7,712
Total gains realized/unrealized:

Included in @arnings ........c.ceeverrieerieriieeniieeeete ettt — 129,398 (b)
SEUIEIMEIES .....vvvieeeeeeciieee ettt ceere e eeere e e e eetre e e e eeetareeeeeeearreeeeeeennreeeas 6) —
Transfers out of Level 3 (2)....ccvveeeieeiiiieeieeeiiieee e e — (126,370)(¢c)
Balance — December 31, 2019 ... $ 16 10,740
Changes in unrealized gains included in earnings

related to assets still held at December 31, 2019 ...ooovvvvveeieiiiiiiiiiiiiiiiieinn, $ — 11,146 (b)
2018
Balance — January 1, 2018 .....ccooooivieiriiiniieieieeieeeesee et $ 28 8,303
Total gains realized/unrealized:

Included in @arnings ........c.eevverriierieriieenieeieete ettt — 58,740 (b)
SEUIEIMEIES .....uvvvieeeeeiiieee et ceere e eeere e e e eetae e e e e eetareeeeeeearreeeeeennnreeeas 6) —
Transfers out of LeVel 3 (2)...cccvveeeieeiiriieieeeieeee e — (59,331)(c)
Balance — December 31, 2018 ...ooooeeiieeeeeeeeeeeeee et $ 22 7,712
Changes in unrealized gains included in earnings

related to assets still held at December 31, 2018 ...oovvvvveieeeieiiiiiiiiiiieeienne. $ — 7,386 (b)
2017
Balance — January 1, 2017 ...coooiiiiiiiiiieee e $ 44 7,325
Total gains realized/unrealized:

Included in @arnings ........c.eeeverrieerieriieenieeieete ettt — 77,832 (b)
SEUIEIMEIES .....vvvvieeeeeiiieie ettt eeere e e e eetae e e e e eetareeeeeeeaareeeeeeeanreeeas (16) —
Transfers out of LeVel 3 (2)....ccvveeeiieiiriieieecieeee e e — (76,854)(c)
Balance — December 31, 2017 ..oooueeeeeeeeeeeeeee e e $ 28 8,303
Changes in unrealized gains included in earnings

related to assets still held at December 31, 2017 w.oovvvvevieeieiiiiiiiiiiieeeeeeenn. $ — 7,978 (b)
(a) The Company’s policy for transfers between fair value levels is to recognize the transfer as of the actual date of the event or
change in circumstances that caused the transfer.
(b)  Reported as mortgage banking revenues in the consolidated statement of income and includes the fair value of commitment

(c)

issuances and expirations.
Transfers out of Level 3 consist of interest rate locks transferred to closed loans.

The Company is required, on a nonrecurring basis, to adjust the carrying value of certain assets

or provide valuation allowances related to certain assets using fair value measurements. The more
significant of those assets follow.

Loans

Loans are generally not recorded at fair value on a recurring basis. Periodically, the Company records
nonrecurring adjustments to the carrying value of loans based on fair value measurements for partial
charge-offs of the uncollectible portions of those loans. Nonrecurring adjustments also include
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certain impairment amounts for collateral-dependent loans when establishing the allowance for credit
losses. Such amounts are generally based on the fair value of the underlying collateral supporting the
loan and, as a result, the carrying value of the loan less the calculated valuation amount does not
necessarily represent the fair value of the loan. Real estate collateral is typically valued using
appraisals or other indications of value based on recent comparable sales of similar properties or
assumptions generally observable in the marketplace and the related nonrecurring fair value
measurement adjustments have generally been classified as Level 2, unless significant adjustments
have been made to the valuation that are not readily observable by market participants. Non-real
estate collateral supporting commercial loans generally consists of business assets such as
receivables, inventory and equipment. Fair value estimations are typically determined by discounting
recorded values of those assets to reflect estimated net realizable value considering specific borrower
facts and circumstances and the experience of credit personnel in their dealings with similar borrower
collateral liquidations. Such discounts were generally in the range of 10% to 85% at December 31,
2019. As these discounts are not readily observable and are considered significant, the valuations
have been classified as Level 3. Automobile collateral is typically valued by reference to independent
pricing sources based on recent sales transactions of similar vehicles, and the related non-recurring
fair value measurement adjustments have been classified as Level 2. Collateral values for other
consumer installment loans are generally estimated based on historical recovery rates for similar
types of loans. As these recovery rates are not readily observable by market participants, such
valuation adjustments have been classified as Level 3. Loans subject to nonrecurring fair value
measurement were $305 million at December 31, 2019, ($115 million and $190 million of which
were classified as Level 2 and Level 3, respectively), $268 million at December 31, 2018 ($120
million and $148 million of which were classified as Level 2 and Level 3, respectively), and $210
million at December 31, 2017 ($145 million and $65 million of which were classified as Level 2 and
Level 3, respectively). Changes in fair value recognized during the years ended December 31, 2019,
2018 and 2017 for partial charge-offs of loans and loan impairment reserves on loans held by the
Company at the end of each of those years were decreases of $110 million, $83 million and $56
million, respectively.

Assets taken in foreclosure of defaulted loans

Assets taken in foreclosure of defaulted loans are primarily comprised of commercial and residential
real property and are generally measured at the lower of cost or fair value less costs to sell. The fair
value of the real property is generally determined using appraisals or other indications of value based
on recent comparable sales of similar properties or assumptions generally observable in the
marketplace, and the related nonrecurring fair value measurement adjustments have generally been
classified as Level 2. Assets taken in foreclosure of defaulted loans subject to nonrecurring fair value
measurement were $21 million and $28 million at December 31, 2019 and December 31, 2018,
respectively. Changes in fair value recognized during the years ended December 31, 2019, 2018 and
2017 for foreclosed assets held by the Company at the end of each of those years were not material.
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Significant unobservable inputs to level 3 measurements
The following tables present quantitative information about significant unobservable inputs used in
the fair value measurements for Level 3 assets and liabilities at December 31, 2019 and 2018:

December 31, 2019

Recurring fair value
measurements

Privately issued mortgage-

backed securities............cou......

Net other assets (liabilities) (a) ....

December 31, 2018

Recurring fair value
measurements

Privately issued mortgage-

backed securities............cou......

Net other assets (liabilities) (a) ....

(a) Other Level 3 assets (liabilities) consist of commitments to originate real estate loans.

Sensitivity of fair value measurements to changes in unobservable inputs
An increase (decrease) in the estimate of expirations for commitments to originate real estate loans
would generally result in a lower (higher) fair value measurement. Estimated commitment
expirations are derived considering loan type, changes in interest rates and remaining length of time

until closing.

Range
Valuation Unobservable (Weighted-
Fair Value Technique Inputs/Assumptions Average)
(In thousands)
Two independent
$ 16  pricing quotes — —
Discounted cash Commitment
10,740  flow expirations 0%-99% (13%)
Two independent
$ 22 pricing quotes — —
Discounted cash Commitment
7,712 flow expirations 0%-95% (13%)

177



Disclosures of fair value of financial instruments

The carrying amounts and estimated fair value for financial instrument assets (liabilities) are

presented in the following tables:

December 31, 2019
Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3
(In thousands)
Financial assets:
Cash and cash equivalents.........c.ccceceeerueernennne. $ 1,432,805 1,432,805 1,394,984 37,821 —
Interest-bearing deposits at banks .................... 7,190,154 7,190,154 — 17,190,154 —
Federal funds sold ........ccooovmiviiiiviiiiiieeeeeeeenen, 3,500 3,500 — 3,500 —
Trading account assets ........c.occeeveerveerevernennnes 470,129 470,129 49,040 421,089 —
Investment SECUITtIES ......uvvvvvereviiiiiiiieieeeeeeeeeeen. 9,497,251 9,539,540 100,637 9,351,793 87,110
Loans and leases:
Commercial loans and leases.........coeuu..... 23,838,168 23,510,908 — — 23,510,908
Commercial real estate loans...................... 35,541,914 35,517,180 — 28,338 35,488,842
Residential real estate loans...........coouu....... 16,156,094 16,227,274 — 3,990,848 12,236,426
Consumer 10ans.........eeeeeveeeeeeeeeeeeeieeeeeeeeeenns 15,386,693 15,413,262 — — 15,413,262
Allowance for credit 10SS€S.........coovvevennnne. (1,051,071) — — — —
Loans and leases, N€t........cccccvvevevennnen.. 89,871,798 90,668,624 — 4,019,186 86,649,438
Accrued interest receivable .........uueeeeeeeeeeennnn... 333,142 333,142 — 333,142 —
Financial liabilities:
Noninterest-bearing deposits...........cccceeeeruenen. $(32,396,407) (32,396,407) — (32,396,407) —
Savings and interest-checking deposits............ (54,932,162) (54,932,162) — (54,932,162) —
Time deposits ....ceeeervereeriieierieeieeeeree e (5,757,456) (5,829,347) — (5,829,347) —
Deposits at Cayman Islands office.................... (1,684,044) (1,684,044) — (1,684,044) —
Short-term borrowings ..........ccceceveerereeeruennenns (62,363) (62,363) — (62,363) —
Long-term borrowings.........ccocceeveerverneeneennne. (6,986,186) (7,063,165) — (7,063,165) —
Accrued interest payable ..........coceviiiniennennne. (105,374)  (105,374) —  (105,374) —
Trading account liabilities........c..cccecueevueennennne. (79,903) (79,903) — (79,903) —
Other financial instruments:
Commitments to originate real estate
Joans for sale.......ccoevvvevvveeeiiiiiiiiiiiieieeeeeeeeen, $ 10,740 10,740 — — 10,740
Commitments to sell real estate loans.............. 300 300 — 300 —
Other credit-related commitments.................... (136,470)  (136,470) — —  (136,470)
Interest rate swap agreements used for
interest rate risk management........................ (1,762) (1,762) — (1,762) —
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December 31, 2018

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3
(In thousands)
Financial assets:
Cash and cash equivalents...........ccccceevuennnee. $ 1,605,439 1,605,439 1,528,302 77,137 —
Interest-bearing deposits at banks.................. 8,105,197 8,105,197 — 8,105,197 —
Trading account assets ........ccceevveereeruennneen. 185,584 185,584 46,018 139,566 —
Investment SECUTTHIES ......ccevvveveeieeeeeeieieiinnnnnns 12,692,813 12,631,656 71,989 12,456,467 103,200
Loans and leases:
Commercial loans and leases................... 22,977,976 22,587,387 — — 22,587,387
Commercial real estate loans................... 34,363,556 33,832,558 — 346,775 33,485,783
Residential real estate loans..................... 17,154,446 16,974,545 — 3,920,447 13,054,098
Consumer 1oans ..........ooovvveevvvenvvevereeeeenens 13,970,499 13,819,545 — — 13,819,545
Allowance for credit 10SS€S......uvvvvvvvveneee. (1,019,444) — — — —
Loans and leases, n€t.......cccccvvvevevenenns 87,447,033 87,214,035 — 4,267,222 82,946,813
Accrued interest receivable ..........cooeeeeeunnnnnn. 353,965 353,965 — 353,965 —
Financial liabilities:
Noninterest-bearing deposits..........cccceeeennenee $(32,256,668) (32,256,668) — (32,256,668) —
Savings and interest-checking deposits......... (50,963,744) (50,963,744) — (50,963,744) —
Time deposits .....cccereererierienieienieieeieieane (6,124,254) (6,201,957) — (6,201,957) —
Deposits at Cayman Islands office................ (811,906)  (811,906) —  (811,906) —
Short-term borrowings ...........cecceeeereereenuenne. (4,398,378) (4,398,378) — (4,398,378) —
Long-term borrowings .........c.ccecceevevieeeenuenne (8,444914) (8,385,289) — (8,385,289) —
Accrued interest payable..........cccceceeveeiennne (95,274) (95,274) — (95,274) —
Trading account liabilities...........ccceveeeennenne (178,125)  (178,125) —  (178,125) —
Other financial instruments:
Commitments to originate real estate
Joans for sale ........ccooovveuevieiiiiiiieeeeeieee, $ 7,712 7,712 — — 7,712
Commitments to sell real estate loans........... (6,177) 6,177) — 6,177) —
Other credit-related commitments................. (131,688)  (131,688) — —  (131,688)
Interest rate swap agreements used for interest
rate risk management ..............coeceereeeenne 5,530 5,530 — 5,530 —

With the exception of marketable securities, certain off-balance sheet financial instruments and
mortgage loans originated for sale, the Company’s financial instruments are not readily marketable
and market prices do not exist. The Company, in attempting to comply with the provisions of GAAP
that require disclosures of fair value of financial instruments, has not attempted to market its
financial instruments to potential buyers, if any exist. Since negotiated prices in illiquid markets
depend greatly upon the then present motivations of the buyer and seller, it is reasonable to assume
that actual sales prices could vary widely from any estimate of fair value made without the benefit of
negotiations. Additionally, changes in market interest rates can dramatically impact the value of
financial instruments in a short period of time.

The Company does not believe that the estimated information presented herein is representative
of the earnings power or value of the Company. The preceding analysis, which is inherently limited
in depicting fair value, also does not consider any value associated with existing customer
relationships nor the ability of the Company to create value through loan origination, deposit
gathering or fee generating activities. Many of the estimates presented herein are based upon the use
of highly subjective information and assumptions and, accordingly, the results may not be precise.
Management believes that fair value estimates may not be comparable between financial institutions
due to the wide range of permitted valuation techniques and numerous estimates which must be
made. Furthermore, because the disclosed fair value amounts were estimated as of the balance sheet
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date, the amounts actually realized or paid upon maturity or settlement of the various financial
instruments could be significantly different.

21. Commitments and contingencies

In the normal course of business, various commitments and contingent liabilities are outstanding. The
following table presents the Company’s significant commitments. Certain of these commitments are
not included in the Company’s consolidated balance sheet.

December 31
2019 2018
(In thousands)

Commitments to extend credit

Home equity lines Of CTedit..........cooeeriiiiiiriiiiienieetesie et $ 5,442,160 5,484,197
Commercial real estate 10ans t0 De SOIA........cuveviviiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeaiaaes 164,076 229,401
Other cOmMMETCIAl TEAL ESTALE ...t rereeeee e 9,029,608 7,556,722
Residential real estate 10ans t0 De SOIA .....euvveuieiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee s 423,056 245,211
Other residential TEALl ESTALE......coveeeieeiiieieeeeeeeeeeeeee e aaa e e e e eeeeeeeeeas 448,375 219,351
Commercial AN ONET ........oooviiiiiiiiiiieeeeeeeeeeeeee ettt vaaaaens 16,170,731 14,363,803
Standby Ietters Of Credit........ooeiviirieriiieieiieeteeet ettt 2,441,432 2,326,991
Commercial IEttErs OF CIEAIt....uuuiiiiiiiiiiiiiieieee ettt e ee e e e e e e e e e e e e e s e seeseaaaaaens 41,059 55,808
Financial guarantees and indemnification CONtIacts ...........ccceevvereeriereenienieeneneeneene. 4,108,572 3,529,136
Commitments t0 Sell real eState IOANS ........oeevvveeeieeeeeeeeeeeeeeeeee e e e e e e e e e eeeeeeaaaees 906,037 940,692

Commitments to extend credit are agreements to lend to customers, generally having fixed
expiration dates or other termination clauses that may require payment of a fee. In addition to the
amounts presented in the preceding table, the Company had discretionary funding commitments to
commercial customers of $9.1 billion and $8.6 billion at December 31, 2019 and 2018, respectively,
that the Company had the unconditional right to cancel prior to funding. Standby and commercial
letters of credit are conditional commitments issued to guarantee the performance of a customer to a
third party. Standby letters of credit generally are contingent upon the failure of the customer to
perform according to the terms of the underlying contract with the third party, whereas commercial
letters of credit are issued to facilitate commerce and typically result in the commitment being funded
when the underlying transaction is consummated between the customer and a third party. The credit
risk associated with commitments to extend credit and standby and commercial letters of credit is
essentially the same as that involved with extending loans to customers and is subject to normal
credit policies. Collateral may be obtained based on management’s assessment of the customer’s
creditworthiness.

Financial guarantees and indemnification contracts are predominantly comprised of recourse
obligations associated with sold loans and other guarantees and commitments. Included in financial
guarantees and indemnification contracts are loan principal amounts sold with recourse in
conjunction with the Company’s involvement in the Fannie Mae DUS program. The Company’s
maximum credit risk for recourse associated with loans sold under this program totaled
approximately $3.9 billion and $3.4 billion at December 31, 2019 and 2018, respectively.

Since many loan commitments, standby letters of credit, and guarantees and indemnification
contracts expire without being funded in whole or in part, the contract amounts are not necessarily
indicative of future cash flows.

The Company utilizes commitments to sell real estate loans to hedge exposure to changes in the
fair value of real estate loans held for sale. Such commitments are considered derivatives and along
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with commitments to originate real estate loans to be held for sale are recorded in the consolidated
balance sheet at estimated fair market value.

The Company is contractually obligated to repurchase previously sold residential real estate
loans that do not ultimately meet investor sale criteria related to underwriting procedures or loan
documentation. When required to do so, the Company may reimburse loan purchasers for losses
incurred or may repurchase certain loans. The Company reduces residential mortgage banking
revenues by an estimate for losses related to its obligations to loan purchasers. The amount of those
charges is based on the volume of loans sold, the level of reimbursement requests received from loan
purchasers and estimates of losses that may be associated with previously sold loans. At
December 31, 2019, the Company believes that its obligation to loan purchasers was not material to
the Company’s consolidated financial position.

Wilmington Trust, N.A., a wholly owned bank subsidiary of M&T, provides retirement
services, including serving in certain trustee roles relating to Employee Stock Ownership Plans
(“ESOPs”). Beginning in 2010, the U.S. Department of Labor (“DOL”) announced that it would
increase its focus on ESOP transactions, particularly with regard to valuation issues relating to ESOP
transactions. Beginning in late 2013, Wilmington Trust, N.A. began receiving requests for
information and subpoenas relating to certain ESOP transactions for which it acted as trustee. In
June 2016, Wilmington Trust, N.A. received a DOL subpoena seeking information on its global
ESOP trustee business. In addition to these investigations, the DOL has commenced three lawsuits
against Wilmington Trust, N.A. relating to its role as trustee of three ESOP transactions. In July
2019, Wilmington Trust, N.A. reached a settlement in principle with the DOL to resolve certain
pending DOL ESOP matters. Although a formal settlement agreement has yet to be finalized and
executed, the Company does not expect that the agreed-upon settlement will have a material
incremental impact on the Company’s consolidated financial position or results of operations.
Wilmington Trust, N.A. is also currently a defendant in five pending private party lawsuits relating to
its role as trustee for five ESOP transactions. Under applicable transaction documents, Wilmington
Trust, N.A. may be entitled to indemnification by the ESOP plan sponsors. These matters could
result in damages, settlements, penalties, restitution, reputational damage or additional costs and
expenses.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings and other matters in which claims for monetary damages are asserted.
On an on-going basis management, after consultation with legal counsel, assesses the Company’s
liabilities and contingencies in connection with such proceedings. For those matters where it is
probable that the Company will incur losses and the amounts of the losses can be reasonably
estimated, the Company records an expense and corresponding liability in its consolidated financial
statements. To the extent the pending or threatened litigation could result in exposure in excess of
that liability, the amount of such excess is not currently estimable. Although not considered probable,
the range of reasonably possible losses for such matters in the aggregate, beyond the existing
recorded liability, was between $0 and $50 million. Although the Company does not believe that the
outcome of pending litigations will be material to the Company’s consolidated financial position, it
cannot rule out the possibility that such outcomes will be material to the consolidated results of
operations for a particular reporting period in the future.

22. Segment information

Reportable segments have been determined based upon the Company’s internal profitability
reporting system, which is organized by strategic business unit. Certain strategic business units have
been combined for segment information reporting purposes where the nature of the products and
services, the type of customer and the distribution of those products and services are similar. The
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reportable segments are Business Banking, Commercial Banking, Commercial Real Estate,
Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.

The financial information of the Company’s segments was compiled utilizing the accounting
policies described in note 1 with certain exceptions. The more significant of these exceptions are
described herein. The Company allocates interest income or interest expense using a methodology that
charges users of funds (assets) interest expense and credits providers of funds (liabilities) with income
based on the maturity, prepayment and/or repricing characteristics of the assets and liabilities. A
provision for credit losses is allocated to segments in an amount based largely on actual net charge-offs
incurred by the segment during the period plus or minus an amount necessary to adjust the segment’s
allowance for credit losses due to changes in loan balances. In contrast, the level of the consolidated
provision for credit losses is determined using the methodologies described in notes 1 and 4. The net
effects of these allocations are recorded in the “All Other” category. Indirect fixed and variable
expenses incurred by certain centralized support areas are allocated to segments based on actual usage
(for example, volume measurements) and other criteria. Certain types of administrative expenses and
bankwide expense accruals (including amortization of core deposit and other intangible assets
associated with acquisitions of financial institutions) are generally not allocated to segments. Income
taxes are allocated to segments based on the Company’s marginal statutory tax rate adjusted for any
tax-exempt income or non-deductible expenses. Equity is allocated to the segments based on regulatory
capital requirements and in proportion to an assessment of the inherent risks associated with the
business of the segment (including interest, credit and operating risk).

The management accounting policies and processes utilized in compiling segment financial
information are highly subjective and, unlike financial accounting, are not based on authoritative
guidance similar to GAAP. As a result, reported segment results are not necessarily comparable with
similar information reported by other financial institutions. Furthermore, changes in management
structure or allocation methodologies and procedures may result in changes in reported segment
financial data.
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Information about the Company’s segments is presented in the accompanying table. Income
statement amounts are in thousands of dollars. Balance sheet amounts are in millions of dollars.

For the Years Ended December 31, 2019, 2018 and 2017

B Banking C cial Banking Co cial Real Estate Discretionary Portfolio
2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017
Net interest income(a) ............ $451,307 $434,579 $393,948 $ 828,888 $ 821,812 $ 809,301 $ 692,526 $ 665220 $ 649,378 $ 209,807 $ 228,051 $ 277,095
Noninterest income ................ 113,855 111,600 112,512 289,558 288,908 _ 283.447 214,970 183,955 169,966 26,919 (9,690) 23,851
565,162 546,179 506,460 1,118,446 1,110,720 1,092,748 907,496 849,175 819,344 236,726 218,361 300,946
Provision for credit losses ...... 16,501 10,916 15,598 25,580 8,976 11,876 1,537 3,159 (7,524) 3,608 6,683 31,119
Amortization of core deposit
and other intangible assets..... — — — — — — 1,060 1,060 1,060 — — —
Depreciation and other
amortization...... . 412 382 393 554 496 509 25,560 25,852 24,410 263 187 279

Other noninterest expense ...... 319,136 305,340 _294.493 384,013 364,102 339,936 _ 240,736 217,387 207.493 52,901 65,393 76,021
Income (loss) before taxes...... 229,113 229,541 195976 708,299 737,146 740,427 638,603 601,717 593,905 179,954 146,098 193,527
Income tax expense (benefit).... __ 60,617 _ 61,279 80,043 187,835 198,229 303.556 152,977 148,807 229,770 36,342 29,872 58,559
Net income (loss) ... .. $168,496 $168,262 $115933 $ 520464 $ 538917 $§ 436,871 § 485,626 $ 452,910 $ 364,135 $ 143.612 $ 116,226 $ 134,968

Average total assets

(in Millions) .....c.coevvieerennnne $ 57938 5631 $ 56028% 28,142$% 26626$ 26573 $ 23921 $§ 22885 $ 22,741 $ 29,081 $ 32,123 $ 37,203
Capital expenditures
(in Millions) ........c.ceverveereenns $ 1$ — $ — 3 28 — 3 — 3 — 3 — $ 1$ — 3 1S —

For the Years Ended December 31, 2019, 2018 and 2017

Residential Mortgage
Banking Retail Banking All Other Total
2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017
Net interest income(a) ............ $ 20,008 $ 13,933 $ 30,328 $1,389,788 $1,351,165 $1,210,066 $ 537,940 $ 557,542 $ 410,928 $4,130,264 $4,072,302 $3,781,044
Noninterest income ................ 393,372 305,560 321,589 _ 327,562 324,228 329,833 695,443 651,439 609,945 2,061,679 1,856,000 1,851,143
413,380 319,493 351,917 1,717,350 1,675,393 1,539,899 1,233,383 1,208,981 1,020,873 6,191,943 5,928,302 5,632,187
Provision for credit losses ...... 382 (2,178) 1,254 122,135 112,572 107,412 6,257 (8,128) 8,265 176,000 132,000 168,000
Amortization of core deposit
and other intangible assets..... — — — — — — 18,430 23,462 30,306 19,490 24,522 31,366
Depreciation and other
amortization...... .. 46,901 24288 32,011 38,394 35,274 38,234 68,840 68,004 69,923 180,924 154,483 165,759
Other noninterest expense...... 274414 241,624 247,639 _ 839,636 _ 789,783 758,153 1,157.432 _1,125428 _1.019.465 _3,268.268 _3,109.057 _2.943.200
Income (loss) before taxes...... 91,683 55,759 71,013 717,185 737,764 636,100 (17,576) 215 (107,086) 2,547,261 2,508,240 2,323,862

Income tax expense (benefit) ... __ 19,355 _ 10,272 25,446 189,611 196,467 258,934 (28,625) (54.766) (40,752) 618,112 590,160 915,556
Net income (1088) ......ccouveee $ 72328 $ 45487 $ 45567 $ 527,574 $ 541,297 $ 377,166 $ 11,049 $§ 54981 $ (66.334) $1,929,149 $1,918,080 $ 1,408,306

Average total assets

(in Millions) .....c.coeverervennne $ 26118 2161 $ 2355% 15083 $ 13,656 $ 12702 $ 14953 $§ 13,877 $ 13,684 $ 119,584 $ 116,959 $ 120,860
Capital expenditures

(in mMillions) ....cccvevriececunas $ 18 1$ — 3 76 $ 318 348 98 $ 65 $ 4 $ 178 $ 98 § 79
(a) Net interest income is the difference between actual taxable-equivalent interest earned on assets and interest paid on liabilities by a segment and a funding

charge (credit) based on the Company’s internal funds transfer pricing methodology. Segments are charged a cost to fund any assets (e.g. loans) and are
paid a funding credit for any funds provided (e.g. deposits). The taxable-equivalent adjustment aggregated $22,863,000 in 2019, $21,897,000 in 2018 and
$34,570,000 in 2017 and is eliminated in “All Other” net interest income and income tax expense (benefit).

The Business Banking segment provides deposit, lending, cash management and other financial
services to small businesses and professionals through the Company’s banking office network and
several other delivery channels, including business banking centers, telephone banking, Internet
banking and automated teller machines. The Commercial Banking segment provides a wide range of
credit products and banking services to middle-market and large commercial customers, mainly
within the markets the Company serves. Among the services provided by this segment are
commercial lending and leasing, letters of credit, deposit products and cash management services.
The Commercial Real Estate segment provides credit services which are secured by various types of
multifamily residential and commercial real estate and deposit services to its customers. Activities of
this segment include the origination, sales and servicing of commercial real estate loans. Commercial
real estate loans held for sale are included in the Commercial Real Estate Segment. The
Discretionary Portfolio segment includes securities; residential real estate loans and other assets;
short-term and long-term borrowed funds; brokered deposits; and Cayman Islands branch deposits.
This segment also provides foreign exchange services to customers. The Residential Mortgage
Banking segment originates and services residential real estate loans for consumers and sells
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substantially all originated loans in the secondary market to investors or to the Discretionary
Portfolio segment. The segment periodically purchases servicing rights to loans that have been
originated by other entities. Residential real estate loans held for sale are included in the Residential
Mortgage Banking segment. The Retail Banking segment offers a variety of services to consumers
through several delivery channels that include banking offices, automated teller machines, and
telephone, mobile and Internet banking. The “All Other” category includes other operating activities
of the Company that are not directly attributable to the reported segments; the difference between the
provision for credit losses and the calculated provision allocated to the reportable segments; goodwill
and core deposit and other intangible assets resulting from acquisitions of financial institutions;
merger-related gains and expenses resulting from acquisitions; the net impact of the Company’s
internal funds transfer pricing methodology; eliminations of transactions between reportable
segments; certain nonrecurring transactions; the residual effects of unallocated support systems and
general and administrative expenses; and the impact of interest rate risk management strategies. The
amount of intersegment activity eliminated in arriving at consolidated totals was included in the “All
Other” category as follows:

Year Ended December 31
2019 2018 2017
(In thousands)
REVENUES ...ovvviiiiiiee e $ (48,559) $ (41,285) $ (43,941)
EXPENSES. ...eiiiiiieeiie ettt (18,218) (24,660) (32,623)
Income taxes (benefit)........cccocveeiieiriieeeciieee e, (7,976) 4,371) (4,606)
Net inCOME (J0SS) ..oevveeeriiieeeeee e (22,365) (12,254) (6,712)

The Company conducts substantially all of its operations in the United States. There are no
transactions with a single customer that in the aggregate result in revenues that exceed ten percent of
consolidated total revenues.
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23. Regulatory matters

Payment of dividends by M&T’s banking subsidiaries is restricted by various legal and regulatory
limitations. Dividends from any banking subsidiary to M&T are limited by the amount of earnings of
the banking subsidiary in the current year and the preceding two years. For purposes of this test, at
December 31, 2019, approximately $605 million was available for payment of dividends to M&T
from banking subsidiaries. M&T may pay dividends and repurchase stock only in accordance with a
capital plan that the Federal Reserve Board has not objected to.

Banking regulations prohibit extensions of credit by the subsidiary banks to M&T unless
appropriately secured by assets. Securities of affiliates are not eligible as collateral for this purpose.
The bank subsidiaries are required to maintain reserves against certain deposit liabilities.
During the maintenance periods that included December 31, 2019 and 2018, cash and due from
banks and interest-earning deposits at banks included a daily average of $666 million and $684

million, respectively, for such purpose.

M&T and its subsidiary banks are required to comply with applicable capital adequacy
regulations established by the federal banking agencies. Failure to meet minimum capital
requirements can result in certain mandatory, and possibly additional discretionary, actions by
regulators that, if undertaken, could have a material effect on the Company’s financial statements.
Pursuant to the rules in effect as of December 31, 2019, the required minimum and well capitalized
capital ratios are as follows:

Well
Minimum Capitalized
e Common equity Tier 1 ("CET1") to risk-weighted assets ...........ccccc...... 4.5% 6.5%
e Tier 1 capital to risk-weighted assets........ccooeeveriereiieerieeeieeeeeee e, 6.0% 8.0%
e Total capital to risk-weighted assets .........coceevverveeneinienieneceeeeeee 8.0% 10.0%
e [ .everage — Tier 1 capital to average total assets, as defined .................. 4.0% 5.0%

In addition, capital regulations require a “capital conservation buffer” of 2.5% composed
entirely of CET1 on top of the minimum risk-weighted asset ratios.
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The capital ratios and amounts of the Company and its banking subsidiaries as of December 31,

2019 and 2018 are presented below:

M&T Wilmington
(Consolidated) M&T Bank Trust, N.A.
(Dollars in thousands)
December 31, 2019:
Common equity Tier 1 capital
AMOUNL. ....eiiiiiiieiieicetceeeeeet et $10,053,887 $10,649,953 $ 606,538
RaAtiO(@)..euvieieiiiiiiieniicicccccec e 9.73% 10.34% 56.35%
Tier 1 capital
AMOUNE. ..ottt 11,303,836 10,649,953 606,538
RAtIO(@) ettt 10.94% 10.34% 56.35%
Total capital
AIMOUNL......eeiiiiiiiieeitee ettt et et 13,480,612 12,342,834 608,130
RAtIO(@) .ot 13.05% 11.99% 56.50%
Leverage
AINOUNT ... aaveeaaeaaeaees 11,303,836 10,649,953 606,538
RaAtiO(D) .eeveeieiiiiiiieiicicrcecceccece e 9.59% 9.08% 13.12%
December 31, 2018:
Common equity Tier 1 capital
AMOUNL. ....ceiiiiiieieeiiceeeeeee et $ 9,960,811 $10,636,136 $ 585,767
RaAtiO(@)..euveeieiieiiiiciiciceceecceee e 10.13% 10.84 % 60.69 %
Tier 1 capital
AMOUNL.....eiiiiiiiiiiiicceecece e 11,193,770 10,636,136 585,767
RAtIO(@) et 11.38% 10.84% 60.69 %
Total capital
AIMOUNL. ..ottt ettt ettt 13,454,137 12,475,296 589,671
RAtIO(@) e envveeireirieiieicriccecececcece e 13.68% 12.72% 61.10%
Leverage
AINOUNT. ... aaavaaeeeeeeaaeeee 11,193,770 10,636,136 585,767
RaAtiO(D) .evvieiiiiiiiiiiniicicscecceeee e 9.88% 9.42% 12.51%

(a) The ratio of capital to risk-weighted assets, as defined by regulation.
(b) The ratio of capital to average assets, as defined by regulation.

24. Relationship with Bayview Lending Group LLC and Bayview Financial Holdings, L.P.
M&T holds a 20% minority interest in Bayview Lending Group LLC (“BLG”), a privately-held
commercial mortgage company. M&T recognizes income or loss from BLG using the equity method
of accounting. That investment had no remaining carrying value at December 31, 2019 as a result of
cumulative losses recognized and cash distributions received in prior years. Income recognized by
M&T is included in other revenues from operations and totaled $37 million in 2019 and $24 million

in 2018. Income recognized in 2017 was not significant.

Bayview Financial Holdings, L.P. (together with its affiliates, “Bayview Financial”), a privately-
held specialty financial company, is BLG’s majority investor. In addition to their common investment
in BLG, the Company and Bayview Financial conduct other business activities with each other. The
Company has obtained loan servicing rights for mortgage loans from BLG and Bayview Financial
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having outstanding principal balances of $2.2 billion and $2.5 billion at December 31, 2019 and 2018,
respectively. Revenues from those servicing rights were $12 million, $14 million and $17 million
during 2019, 2018 and 2017, respectively. The Company sub-services residential mortgage loans for
Bayview Financial having outstanding principal balances of $62.8 billion and $56.8 billion at
December 31, 2019 and 2018, respectively. Revenues earned for sub-servicing loans for Bayview
Financial were $125 million, $114 million and $103 million in 2019, 2018 and 2017, respectively. In
addition, the Company held $93 million and $113 million of mortgage-backed securities in its held-to-
maturity portfolio at December 31, 2019 and 2018, respectively, that were securitized by Bayview
Financial. At December 31, 2019, the Company held $88 million of Bayview Financial’s $702 million
syndicated loan facility.

25. Parent company financial statements

Condensed Balance Sheet

December 31

2019 2018
(In thousands)
Assets
Cash in subsidiary bank ............ccceeerievienieniinieieseeeseeee e $ 83,531 $ 40,609
Due from consolidated bank subsidiaries
Money-market SAVINGS ......cccveeeveeerireeiieeieeeieeeseee e ereeeeee e 876,819 856,881
Current income tax reCEiVaDIE .........uvvviiiiiiiiiiiiiiiieeieieeeeeeeeeeeeeeeeeeens 1,261 1,117
Total due from consolidated bank subsidiaries........ccccceeeeeeennnns 878,080 857,998
Investments in consolidated subsidiaries
BaAnKS.....oveiiiieeiie e 15,732,008 15,491,277
OBNET ... ettt 301,765 324,360
Investments in trust preferred entities (note 19) .........ccocceeevieeninnne. 23,022 23,241
OO ASSEES ettt ettt ettt ettt e e e e e ettt eaeeeeeeeeeeeeaaaaaaeaeees 67,732 64,187
TTOEAL ASSEES ettt et et e et e e e et e e e e eeee e e e e e e e eeeeeeeeeaeas $ 17,086,138 $ 16,801,672
Liabilities
Accrued expenses and other liabilities...........cccevverievierieiieniesieieeeeens $ 74,235 $ 63,719
LONg-term DOTTOWINGS .....ceevvieeiieeeiieeiieeeiie et eeiee e e eeeeeeeeeeseeenes 1,295,254 1,277,762
Total Habilities.....ccvviiieiiieeeeeiiiee et et 1,369,489 1,341,481
Shareholders’ equity............cc.cooovvieiiiiiiiiiiciie e, 15,716,649 15,460,191
Total liabilities and shareholders’ equity ........cc.ccceevieeeieeeneenn. $ 17,086,138 $ 16,801,672

187



Condensed Statement of Income

Income

Dividends from consolidated bank subsidiaries.................
Equity in earnings of Bayview Lending Group LLC.........
Other INCOME. ..o

Total INCOME........uvvvieiiiiiieieieee e

Expense

Interest on long-term bOrrowings.........ccceeevereervverneeeneennn
Other EXPENSE......veeriiiiiiieeiieeiiee ettt
Total EXPENSE....uveieieieeiiieieeete ettt

Income before income taxes and equity in undistributed

INCOME Of SUDSIAIATIES ..cevvvveeeeeee et
INCOME tAX CIEAILS ..vvveeeeieiiieeeeeeaaeaeveevaereaeeaeees

Income before equity in undistributed income of

SUDSTAIATTES «ovoeeeiiiiiieeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeereeeeseeeeaes

Equity in undistributed income of subsidiaries

Net income of subsidiaries.........ccccveeeeeeeeeviveeeeeeeeeeeneeen.
Less: dividends received ........cocvveeeeeiiveeeeeiiveeeeeieeeceeieee e,
Equity in undistributed income of subsidiaries..................
INECE THCOMC. ...t

Net income per common share
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Year Ended December 31

2019 2018

2017

(In thousands, except per share)

$ 2,025,000 $ 1,250,000 $ 1,540,000

36,740 23,500 352
7,216 2417 9,493
2,068,956 1,275,917 1,549,845
51,938 36,354 21,591
25,236 23,894 19,636
77,174 60,248 41,227
1,991,782 1,215,669 1,508,618
8,313 8,446 26,453
2,000,095 1,224,115 1,535,071
1,954,054 1,943,965 1,413,235
(2,025,000) (1,250,000) (1,540,000)
(70,946) 693,965 (126,765)

$ 1,929,149 $ 1,918,080 §$ 1,408,306
$ 13.76 $ 1275 § 8.72
13.75 12.74 8.70



Condensed Statement of Cash Flows

Year Ended December 31
2019 2018 2017
(In thousands)

Cash flows from operating activities
INEE INCOME ...ttt $ 1,929,149 $ 1,918,080 $ 1,408,306
Adjustments to reconcile net income to net cash provided

by operating activities

Equity in undistributed income of subsidiaries ................. 70,946 (693,965) 126,765
Provision for deferred income taxes.........ccccccvvvvveeennnnnn.n. 5,263 4,949 4,543
Net change in accrued income and expense....................... (34,525) (8,242) (170)
Gain on sale Of ASSELS .....cccvreeieiiiieeeiiiee e — — (2,995)
Net cash provided by operating activities...........ccccceeeeuee. 1,970,833 1,220,822 1,536,449

Cash flows from investing activities
Proceeds from sales or maturities of

INVESTMENT SECUTTLIES ...eeeeeerrreeeeeeeeeeireeeeeeeeeeeirrreeeeeeeeeennns 100 — —

OtREr, NEL...c..eiiiiieiiie ettt aae e e 51,235 29,933 12,407
Net cash provided by investing activities...........ccccceeruee. 51,335 29,933 12,407

Cash flows from financing activities
Purchases of treasury stock ..........cceeviveeciienciiieiecie e, (1,349,785) (2,194,396) (1,205,905)
Dividends paid — COMMON.......cccceevierieriiiiieiienienieeeeeeen (552,138) (510,382) (457,402)
Dividends paid — preferred...........ccocceeeiiiiiiiiiiiniiiiieee (67,454) (72,521) (72,734)
Proceeds from long-term borrowings...........ccceeeceeeecereneennnne. — 748,595 —
Redemption of Series A and Series C

preferred StoCK ........cvveiiiiii e (381,500) — —
Proceeds from issuance of Series G preferred stock............... 396,000 — —
OtREL, NEL.....eviiiieeieee e e e e (4,431) 45,913 34,524

Net cash used by financing activities ...........ccceceevereeeenneen. (1,959,308) (1,982,791) (1,701,517)

Net increase (decrease) in cash and cash equivalents ............ 62,860 (732,036)  (152,661)
Cash and cash equivalents at beginning of year..................... 897,490 1,629,526 1,782,187
Cash and cash equivalents at end of year..........ccccoceeveuenenne. $ 960,350 $ 897,490 $ 1,629,526
Supplemental disclosure of cash flow information
Interest received during the year ..........ccocoeceevevienenceniencenen. $ 1,752 $ 2,219 $ 2,313
Interest paid during the year...........cocceeeviiiniiiiniiniiiieeene, 49,451 17,482 18,498
Income taxes received during the year...........cccccceeeieveneennnne. 6,251 6,362 21,740
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26. Recent accounting developments
The following table provides a description of accounting standards that were adopted by the

Company in 2019 as well as standards that are not effective that could have an impact to M&T’s
consolidated financial statements upon adoption.

Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Adopted in 2019

Leases The new guidance requires lessees to record a January 1, 2019 | The Company adopted the guidance on January 1,
right-of-use asset and a lease liability for all 2019 and applied the guidance retrospectively at
leases with a term greater than 12 months. the beginning of the period of adoption. The
While the guidance requires all leases to be Company occupies certain banking offices and
recognized in the balance sheet, there uses certain equipment under noncancelable
continues to be a differentiation between operating lease agreements which prior to the
finance leases and operating leases for adoption of the guidance were not reflected in its
purposes of income statement recognition and consolidated balance sheet. Upon adoption, the
cash flow statement presentation. For finance Company recognized a right-of-use asset of $394
leases, interest on the lease liability and million and increased liabilities by $399 million as
amortization of the right-of-use asset is a result of recognizing lease liabilities in its
recognized separately in the statement of consolidated balance sheet. The new guidance did
income. Repayments of principal on those not have a material impact on the Company’s
lease liabilities are classified within financing consolidated statement of income.
activities and payments of interest on the lease
liability are classified within operating
activities in the statement of cash flows. For
operating leases, a single lease cost is
recognized in the statement of income and
allocated over the lease term, generally on a
straight-line basis. All cash payments are
presented within operating activities in the
statement of cash flows. The accounting
applied by lessors is largely unchanged,
however, the guidance eliminates the
accounting model for leveraged leases for
leases that commence after the effective date of
the guidance.

Premium The amended guidance requires the premium January 1, 2019 | The Company adopted the amended guidance

Amortization on on callable debt securities to be amortized to effective January 1, 2019 and applied the modified

Purchased the earliest call date. The amendments do not retrospective approach for reporting purposes. The

Callable Debt require an accounting change for securities adoption did not have a material effect on the

Securities held at a discount; the discount continues to be Company’s consolidated financial position nor on

amortized to maturity.

its results of operations.
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet Adopted as of December 31, 2019

Measurement of
Credit Losses on

The amended guidance replaces the incurred
loss model for determining the allowance for

January 1, 2020

The Company has completed its development,
validation, and implementation of models and

Financial credit losses. The guidance requires financial processes used to estimate current expected credit
Instruments assets measured at amortized cost to be losses as required by the credit losses guidance.
presented at the net amount expected to be The Company’s approach for estimating current
collected. The allowance for credit losses expected credit losses for loans includes utilizing
will represent a valuation account that is macro-economic assumptions to project losses
deducted from the amortized cost basis of the over a two-year reasonable and supportable
financial assets to present their net carrying forecast period. Subsequent to the forecast period,
value at the amount expected to be collected. the Company reverts to longer term historical loss
The income statement will reflect the experience to estimate expected credit losses over
measurement of credit losses for newly the remaining contractual life.
recognized financial assets as well as
expected increases or decreases of expected Based on portfolio composition, current economic
credit losses that have taken place during the conditions, and reasonable and supportable
period. When determining the allowance, forecasts of future conditions, the Company
expected credit losses over the contractual recognized an increase to the allowance for credit
term of the financial asset(s) (taking into losses of $132 million upon adoption of the
account prepayments) will be estimated standard on January 1, 2020 as compared with the
considering relevant information about past allowance for credit losses recognized on its
events, current conditions, and reasonable consolidated balance sheet at December 31, 2019.
and supportable forecasts that affect the
collectibility of the reported amount. The The effect on the allowance for credit losses is
amended guidance also requires recording an primarily attributable to increases in reserves for
allowance for credit losses for purchased residential mortgage loans and consumer loans,
financial assets with a more-than- which generally have longer estimated lives as
insignificant amount of credit deterioration compared with commercial and commercial real
since origination. The initial allowance for estate loans. The adoption did not have a material
these assets will be added to the purchase effect on the allowance for credit losses on held-
price at acquisition rather than being reported to-maturity debt securities as most of this portfolio
as an expense. Subsequent changes in the consists of U.S. Treasury and federal agency
allowance will be recorded through the securities.
income statement as an expense adjustment.
In addition, the amended guidance requires
credit losses relating to available-for-sale
debt securities to be recorded through an
allowance for credit losses. The calculation
of credit losses for available-for-sale
securities will be similar to how it is
determined under existing guidance.
Simplifying the The amended guidance eliminates step 2 January 1, 2020 | The Company adopted the amended guidance
Test for from the goodwill impairment test. effective January 1, 2020 using a prospective
Goodwill transition method and will incorporate the
Impairment guidance as necessary when circumstances arise

for the guidance to be utilized. The Company does
not expect the guidance will have a material
impact on its consolidated financial statements,
unless at some point in the future one of its
reporting units were to fail step 1 of the goodwill
impairment test.
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet

Adopted as of December 31, 2019

Changes to the
Disclosure
Requirements for
Fair Value
Measurements

The amended guidance modifies the
disclosure requirements on fair value
measurements in Topic 820, Fair Value
Measurements. The amendments are a result
of the disclosure framework project that
focuses on improvements to the
effectiveness of disclosures in the notes to
financial statements. The amendments
remove, modify, and add certain disclosure
requirements. The disclosure requirements
being removed relating to public companies
are (1) the amount and reason for transfers
between Level 1 and Level 2 of the fair
value hierarchy, (2) the policy for timing of
transfers between levels, and (3) the
valuation process for Level 3 fair value
measurements. The disclosure requirements
being modified relating to public companies
are (1) for investments in certain entities that
calculate net asset value, an entity is required
to disclose the timing of liquidation of an
investee’s asset and the date when
restrictions from redemption might lapse
only if the investee has communicated the
timing to the entity or announced the timing
publicly, and (2) the measurement
uncertainty disclosure is to communicate
information about the uncertainty in
measurement as a result of the use of
unobservable inputs. The disclosure
requirements being added relating to public
companies are (1) to disclose the changes in
unrealized gains and losses for the period for
recurring Level 3 fair value measurements,
and (2) to disclose the range and weighted
average of significant unobservable inputs
used to develop Level 3 fair value
measurements.

January 1, 2020

Early adoption
permitted

The Company adopted the amended guidance
effective January 1, 2020 using a prospective
transition method for the amendments relating to
changes in unrealized gains and losses, the range
and weighted average of significant unobservable
inputs used to develop Level 3 fair value
measurements, and the narrative description of
measurement uncertainty. The 2020 first quarter
disclosures will reflect this prospective application.
All other amendments will be applied
retrospectively. The Company does not expect the
guidance to have a material impact on its
consolidated financial statements.

Customer’s
Accounting for
Implementation
Costs Incurred in
a Cloud
Computing
Arrangement
That Is a Service
Contract

The amended guidance requires a hosting
arrangement that is a service contract to
follow the guidance in Subtopic 350-40 to
determine which implementation costs to
capitalize and which costs to expense.

January 1, 2020

Early adoption
permitted

The Company adopted the amended guidance
effective January 1, 2020 using a prospective
transition method. The impact of the guidance on
the Company’s consolidated financial statements
will be dependent on the nature and amount of
actual expenditures, but is not expected to be
material.

Improvements to
Related Party
Guidance for
VIEs

The amended guidance requires that indirect
interests held through related parties in
common control arrangements should be
considered on a proportional basis for
determining whether fees paid to decision
makers and service providers are variable
interests.

January 1, 2020

Early adoption
permitted

The guidance did not have a material impact on the
Company’s consolidated financial statements.
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet Adopted as of December 31, 2019

Changes to the
Disclosure
Requirements for
Defined Benefit
Plans

The amended guidance modifies the
disclosure requirements for employers that
sponsor defined benefit pension or other
postretirement plans. The disclosure
requirements being removed relating to
public companies are (1) the amounts in
accumulated other comprehensive income
expected to be recognized as components of
net periodic benefit cost over the next fiscal
year, (2) the amount and timing of plan
assets expected to be returned to the
employer, (3) the 2001 disclosure
requirement relating to Japanese Welfare
Pension Insurance Law, (4) related party
disclosures about the amount of future
annual benefits covered by insurance, and
(5) the effects of a one-percentage-point
change in assumed health care cost trends on
the benefit cost and obligation. The
disclosure requirements being added relating
to public companies are (1) the weighted-
average interest crediting rates for cash
balance plans , and (2) an explanation of the
reasons for significant gains and losses
related to changes in the benefit obligation
for the period.

January 1, 2021

Early adoption
permitted

The amendments should be applied
retrospectively. The Company does not expect
the guidance to have a material impact on its
consolidated financial statements.

Clarifying the
Interactions
Between Equity
Securities,
Equity Method
and Joint
Ventures, and
Derivatives and
Hedging

The amendments clarify the following
guidance:

1. That an entity should consider observable
transactions that require it to either apply or
discontinue the equity method of accounting
for the purposes of applying the
measurement alternative in the equity
securities investments guidance immediately
before applying or upon discontinuing the
equity method of accounting.

2. For the purpose of applying the
derivatives and hedging guidance an entity
should not consider whether, upon the
settlement of a forward contract or exercise
of a purchased option, individually or with
existing investments, the underlying
securities would be accounted for under the
equity method of accounting or the fair value
option in accordance with the financial
instruments guidance. An entity also would
evaluate the remaining characteristics in the
derivatives and hedging guidance to
determine the accounting for those forward
contracts and purchased options.

January 1, 2021

Early adoption
permitted

The amendments should be applied on a
prospective basis. The Company does not expect
the guidance will have a material impact on its
consolidated financial statements.
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet

Adopted as of December 31, 2019

Simplifying the
Accounting for
Income Taxes

The amendments remove the following
exceptions for accounting for income taxes:
1. Exception to the incremental approach for
intraperiod tax allocation when there is a
loss from continuing operations and income
or a gain from other items (for example,
discontinued operations or other
comprehensive income)

2. Exception to the requirement to recognize
a deferred tax liability for equity method
investments when a foreign subsidiary
becomes an equity method investment

3. Exception to the ability not to recognize a
deferred tax liability for a foreign subsidiary
when a foreign equity method investment
becomes a subsidiary

4. Exception to the general methodology for
calculating income taxes in an interim period
when a year-to-date loss exceeds the
anticipated loss for the year.

The amendments also simplify the
accounting for income taxes by doing the
following:

1. Requiring that an entity recognize a
franchise tax (or similar tax) that is partially
based on income as an income-based tax and
account for any incremental amount incurred
as a non-income-based tax.

2. Requiring that an entity evaluate when a
step up in the tax basis of goodwill should be
considered part of the business combination
in which the book goodwill was originally
recognized and when it should be considered
a separate transaction.

3. Specifying that an entity is not required to
allocate the consolidated amount of current
and deferred tax expense to a legal entity
that is not subject to tax in its separate
financial statements. However, an entity may
elect to do so (on an entity-by-entity basis)
for a legal entity that is both not subject to
tax and disregarded by the taxing authority.
4. Requiring that an entity reflect the effect
of an enacted change in tax laws or rates in
the annual effective tax rate computation in
the interim period that includes the
enactment date.

5. Making minor Codification
improvements for income taxes related to
employee stock ownership plans and
investments in qualified affordable housing
projects accounted for using the equity
method.

January 1, 2021

Early adoption
permitted

The amendments related to separate financial
statements of legal entities that are not subject to
tax should be applied on a retrospective basis for
all periods presented. The amendments related to
changes in ownership of foreign equity method
investments or foreign subsidiaries should be
applied on a modified retrospective basis through
a cumulative-effect adjustment to retained
earnings as of the beginning of the fiscal year of
adoption. The amendments related to franchise
taxes that are partially based on income should
be applied on either a retrospective basis for all
periods presented or a modified retrospective
basis through a cumulative-effect adjustment to
retained earnings as of the beginning of the fiscal
year of adoption. All other amendments should
be applied on a prospective basis.

Early adoption of the amendments in an interim
period would require recognition of any
adjustments as of the beginning of the annual
period that includes that interim period.
Additionally, an early adoption election would
require adoption of all the amendments in the
same period. The Company is evaluating the
impact that the guidance will have on its
consolidated financial statements.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

None.

Item 9A. Controls and Procedures.

(a) Evaluation of disclosure controls and procedures. Based upon their evaluation of the
effectiveness of M&T’s disclosure controls and procedures (as defined in Exchange Act rules 13a-
15(e) and 15d-15(e)), René F. Jones, Chairman of the Board and Chief Executive Officer, and Darren
J. King, Executive Vice President and Chief Financial Officer, concluded that M&T’s disclosure
controls and procedures were effective as of December 31, 2019.

(b) Management’s annual report on internal control over financial reporting. Included under the
heading “Report on Internal Control Over Financial Reporting” at Item 8 of this Annual Report on
Form 10-K.

(c) Attestation report of the registered public accounting firm. Included under the heading
“Report of Independent Registered Public Accounting Firm” at Item 8 of this Annual Report on
Form 10-K.

(d) Changes in internal control over financial reporting. M&T regularly assesses the adequacy
of its internal control over financial reporting and enhances its controls in response to internal control
assessments and internal and external audit and regulatory recommendations. No changes in internal
control over financial reporting have been identified in connection with the evaluation of disclosure
controls and procedures during the quarter ended December 31, 2019 that have materially affected,
or are reasonably likely to materially affect, M&T’s internal control over financial reporting.

Item 9B. Other Information.

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance.

The information required to be furnished pursuant to Items 401, 405, 406 and 407(c)(3), (d)(4) and
(d)(5) of Regulation S-K will be included in M&T’s Proxy Statement for the 2020 Annual Meeting
of Shareholders, to be filed with the SEC pursuant to Regulation 14A on or about March 9, 2020 (the
“2020 Proxy Statement”). The information concerning M&T’s directors will appear under the
caption “NOMINEES FOR DIRECTOR?” in the 2020 Proxy Statement. The information concerning
M&T’s Code of Ethics for CEO and Senior Financial Officers will appear under the caption
“CORPORATE GOVERNANCE OF M&T BANK CORPORATION” in the 2020 Proxy Statement.
The information regarding M&T’s Audit Committee will appear under the caption “CORPORATE
GOVERNANCE OF M&T BANK CORPORATION.” Such information is incorporated herein by
reference.

The information concerning M&T’s executive officers is presented under the caption
“Executive Officers of the Registrant” contained in Part I of this Annual Report on Form 10-K.
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Item 11. Executive Compensation.

The information required to be furnished pursuant to Items 402 and 407 of Regulation S-K will
appear under the captions “COMPENSATION DISCUSSION AND ANALYSIS,” “EXECUTIVE
COMPENSATION,” “DIRECTOR COMPENSATION,” “NOMINATION, COMPENSATION
AND GOVERNANCE COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION,” and
“NOMINATION, COMPENSATION AND GOVERNANCE COMMITTEE REPORT” in the 2020
Proxy Statement. Such information is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.

The information required to be furnished pursuant to Item 403 of Regulation S-K will appear under
the caption “STOCK OWNERSHIP INFORMATION” in the 2020 Proxy Statement. Such
information is incorporated herein by reference.

The information required to be furnished pursuant to Item 201(d) concerning equity
compensation plans is presented under the caption “Market for Registrant’s Common Equity, Related
Stockholder Matters and Issuer Purchases of Equity Securities” contained in Part II, Item 5 of this
Annual Report on Form 10-K.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required to be furnished pursuant to Items 404 and 407 of Regulation S-K will
appear under the caption “TRANSACTIONS WITH DIRECTORS AND EXECUTIVE OFFICERS”
and “CORPORATE GOVERNANCE OF M&T BANK CORPORATION” in the 2020 Proxy
Statement. Such information is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services.

The information required to be furnished by Item 9 of Schedule 14A will appear under the caption
“PROPOSAL TO RATIFY THE APPOINTMENT OF PRICEWATERHOUSECOOPERS LLP AS
THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM OF M&T BANK
CORPORATION FOR THE YEAR ENDING DECEMBER 31, 2020” in the 2020 Proxy Statement.
Such information is incorporated herein by reference.

PART IV

Item 15. Exhibits and Financial Statement Schedules.

(a) Financial statements and financial statement schedules filed as part of this Annual Report on
Form 10-K. See Part II, Item 8. “Financial Statements and Supplementary Data.” Financial statement
schedules are not required or are inapplicable, and therefore have been omitted.

(b) Exhibits required by Item 601 of Regulation S-K. The exhibits listed have been previously
filed, are filed herewith or are incorporated herein by reference to other filings.

3.1 Restated Certificate of Incorporation of M&T Bank Corporation dated November 18,

2010. Incorporated by reference to Exhibit 3.1 to the Form 8-K dated November 19, 2010
(File No. 1-9861).

196



32

33

34

3.5

3.6

3.7

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Amended and Restated Bylaws of M&T Bank Corporation, effective April 17, 2018.
Incorporated by reference to Exhibit 3.2 to the Form 8-K dated April 20, 2018 (File No. 1-
9861).

Certificate of Amendment to Certificate of Incorporation with respect to Perpetual 6.875%
Non-Cumulative Preferred Stock, Series D, dated May 26, 2011. Incorporated by
reference to Exhibit 3.1 of M&T Bank Corporation’s Form 8-K dated May 26, 2011 (File
No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation, dated April 19, 2013. Incorporated by reference to Exhibit 3.1 to the Form 8-
K dated April 22, 2013 (File No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation, dated February 11, 2014. Incorporated by reference to Exhibit 3.1 to the
Form 8-K dated February 11, 2014 (File No. 1-9861).

Certificate of Amendment to Certificate of Incorporation with respect to Perpetual Fixed-
to-Floating Rate Non-Cumulative Preferred Stock, Series F, dated October 27, 2016.
Incorporated by reference to Exhibit 3.1 of M&T Bank Corporation’s Form 8-K dated
October 28, 2016 (File No. 1-9861).

Certificate of Amendment to Certificate of Incorporation of M&T Bank Corporation with
respect to Perpetual 5.0% Fixed-Rate Reset Non-Cumulative Preferred Stock, Series G,
dated July 29, 2019. Incorporated by reference to Exhibit 3.1 of M&T Bank
Corporation’s Form 8-K dated July 30, 2019 (File No. 1-9861).

There are no instruments with respect to long-term debt of M&T Bank Corporation and its
subsidiaries that involve securities authorized under the instrument in an amount
exceeding 10 percent of the total assets of M&T Bank Corporation and its subsidiaries on
a consolidated basis. M&T Bank Corporation agrees to provide the SEC with a copy of
instruments defining the rights of holders of long-term debt of M&T Bank Corporation
and its subsidiaries on request.

M&T Bank Corporation Annual Executive Incentive Plan. Incorporated by reference to
Exhibit No. 10.3 to the Form 10-Q for the quarter ended June 30, 1998 (File No. 1-
9861).*

Supplemental Deferred Compensation Agreement between Manufacturers and Traders
Trust Company and Brian E. Hickey dated as of July 21, 1994, as amended. Incorporated
by reference to Exhibit 10.2 to the Form 10-K for the year ended December 31, 2016 (File
No. 1-9861).*

M&T Bank Corporation Supplemental Pension Plan, as amended and restated.
Incorporated by reference to Exhibit 10.1 to the Form 10-Q for the quarter ended March
31, 2016 (File No. 1-9861).*

Amendment No. 1 to M&T Bank Corporation Supplemental Pension Plan. Incorporated
by reference to Exhibit 10.4 of M&T Bank Corporation’s Form 10-K for the year ended
December 31, 2018 (File No. 1-9861).

Amendment No. 2 to M&T Bank Corporation Supplemental Pension Plan.. Incorporated
by reference to Exhibit 10.5 of M&T Bank Corporation’s Form 10-K for the year ended
December 31, 2018 (File No. 1-9861).

M&T Bank Corporation Supplemental Retirement Savings Plan. Incorporated by
reference to Exhibit 10.2 to the Form 10-Q for the quarter ended March 31, 2016 (File No.
1-9861).*

Amendment No. 1 to M&T Bank Corporation Supplemental Retirement Plan.
Incorporated by reference to Exhibit 10.7 of M&T Bank Corporation’s Form 10-K for the
year ended December 31, 2018 (File No. 1-9861).
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10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

21.1

23.1
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Amendment No. 2 to M&T Bank Corporation Supplemental Retirement Plan.
Incorporated by reference to Exhibit 10.8 of M&T Bank Corporation’s Form 10-K for the
year ended December 31, 2018 (File No. 1-9861).

M&T Bank Corporation Deferred Bonus Plan, as amended and restated. Incorporated by
reference to Exhibit 10.6 to the Form 10-K for the year ended December 31, 2016 (File
No. 1-9861).*

M&T Bank Corporation 2008 Directors’ Stock Plan, as amended. Incorporated by
reference to Exhibit 4.1 to the Form S-8 dated October 19, 2012 (File No. 333-184504).*
M&T Bank Corporation Employee Stock Purchase Plan. Incorporated by reference to
Exhibit 10.22 to the Form 10-K for the year ended December 31, 2012 (File No. 1-9861).*
M&T Bank Corporation 2009 Equity Incentive Compensation Plan. Incorporated by
reference to Appendix A to the Proxy Statement of M&T Bank Corporation dated March
5, 2015 (File No. 1-9861).*

M&T Bank Corporation Form of Restricted Stock Award Agreement. Incorporated by
reference to Exhibit 10.25 to the Form 10-K for the year ended December 31, 2013 (File
No. 1-9861).*

M&T Bank Corporation Form of Restricted Stock Unit Award Agreement. Incorporated
by reference to Exhibit 10.26 to the Form 10-K for the year ended December 31, 2013
(File No. 1-9861).*

M&T Bank Corporation Form of Performance-Vested Restricted Stock Unit Award
Agreement. Incorporated by reference to Exhibit 10.27 to the Form 10-K for the year
ended December 31, 2013 (File No. 1-9861).*

M&T Bank Corporation Form of Performance-Vested Restricted Stock Unit Award
Agreement (for named executive officers (“NEOs”) subject to Section 162 (m) of the
Internal Revenue Code of 1986, as amended from time to time). Incorporated by reference
to Exhibit 10.1 to the Form 10-Q for the quarter ended March 31, 2014 (File No. 1-
9861).*

Hudson City Bancorp, Inc. Amended and Restated 2011 Stock Incentive Plan.
Incorporated by reference to Exhibit 4.6 to the Form S-8 dated November 2, 2015 (File
No. 333-184411).*

Hudson City Bancorp, Inc. 2006 Stock Incentive Plan. Incorporated by reference to
Exhibit 4.7 to the Form S-8 dated November 2, 2015 (File No. 333-184411).*

M&T Bank Corporation 2019 Equity Incentive Compensation Plan. Incorporated by
reference to Appendix A to the Proxy Statement of M&T Bank Corporation dated March
7, 2019 (File No. 1-9861).*

M&T Bank Corporation Form of Performance Share Unit Award Agreement.
Incorporated by reference to Exhibit 10.1 to M&T Bank Corporation’s Form 10-Q for the
quarter ended March 31, 2019 (File No. 1-9861).*

Statement re: Computation of Earnings Per Common Share. Incorporated by reference to
note 14 of Notes to Financial Statements filed herewith in Part II, Item 8, “Financial
Statements and Supplementary Data.”

Subsidiaries of the Registrant. Incorporated by reference to the caption “Subsidiaries”
contained in Part I, Item 1 hereof.

Consent of PricewaterhouseCoopers LLP re: Registration Statements on Form S-8 (Nos.
33-32044, 333-43175, 333-16077, 333-40640, 333-84384, 333-127406, 333-150122, 333-
164015, 333-163992, 333-160769, 333-159795, 333-170740, 333-189099, 333-184504,
333-189097, 333-184411 and 333-231217) and Form S-3 (No. 333-227644). Filed
herewith.



31.1
31.2
32.1
32.2
101.INS
101.SCH
101.CAL
101.LAB
101.PRE

101.DEF
104

Certification of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

Certification of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

Certification of Chief Executive Officer under 18 U.S.C. §1350 pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002. Filed herewith.

Certification of Chief Financial Officer under 18 U.S.C. §1350 pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002. Filed herewith.

Inline XBRL Instance Document — the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.

Inline XBRL Taxonomy Extension Schema. Filed herewith.

Inline XBRL Taxonomy Extension Calculation Linkbase. Filed herewith.

Inline XBRL Taxonomy Extension Label Linkbase. Filed herewith.

Inline XBRL Taxonomy Extension Presentation Linkbase. Filed herewith.

Inline XBRL Taxonomy Definition Linkbase. Filed herewith.

The cover page from M&T Bank Corporation’s Annual Report on Form 10-K for the year
ended December 31, 2019 has been formatted in Inline XBRL.

* Management contract or compensatory plan or arrangement.

(c) Additional financial statement schedules. None.

Item 16. Form 10-K Summary.

None.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, on the 19% day of February, 2020.

M&T BANK CORPORATION

By: /s/ René F. Jones

René F. Jones
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the Registrant and in the capacities and on the

dates indicated.

Signature

Principal Executive Officer:

/s/ René F. Jones

René F. Jones
Principal Financial Officer:

/s/ Darren J. King

Darren J. King
Principal Accounting Officer:

/s/ Michael R. Spychala

Michael R. Spychala
A majority of the board of directors:

Brent D. Baird

/s/ C. Angela Bontempo

C. Angela Bontempo

/s/ Robert T. Brady

Robert T. Brady

/s/ T. Jefferson Cunningham III

T. Jefferson Cunningham III
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Title

Chairman of the Board
and Chief Executive Officer

Executive Vice President
and Chief Financial Officer

Senior Vice President and
Controller

Date

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020



/s/ Gary N. Geisel

Gary N. Geisel

/s/ Richard S. Gold

Richard S. Gold

/s/ Richard A. Grossi

Richard A. Grossi

/s/ John D. Hawke, Jr.

John D. Hawke, Jr.

/s/ René F. Jones

René F. Jones

/s/ Richard H. Ledgett, Jr.

Richard H. Ledgett, Jr.

/s/ Newton P. S. Merrill

Newton P. S. Merrill

/s/ Kevin J. Pearson

Kevin J. Pearson

/s/ Melinda R. Rich

Melinda R. Rich

/s/ Robert E. Sadler, Jr.

Robert E. Sadler, Jr.

/s/ Denis J. Salamone

Denis J. Salamone

/s/ John R. Scannell

John R. Scannell

/s/ David S. Scharfstein

David S. Scharfstein

/s/ Herbert L. Washington

Herbert L. Washington

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020

February 19, 2020
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